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Asfiled with the United States Securities and Exchange Commission on July 15, 2004
Registration No. 333-114794

UNITED STATES

SECURITIESAND EXCHANGE COMMISSION
Washington, DC 20549

Amendment No. 1to

FORM S-3

REGISTRATION STATEMENT
UNDER
THE SECURITIESACT OF 1933

SAFEGUARD SCIENTIFICS, INC.

(Exact name of Registrant as specified in its @nart

Pennsylvania 23-1609753
(State or Other Jurisdiction of (I.LR.S. Employer Identification No.)
Incorporation or Organizatiot

800 The Safeguard Building
435 Devon Park Drive
Wayne, Pennsylvania 19087-1945
(610) 293-0600
(Address, Including Zip Code, and Telephone Number,
Including Area Code, of Registrant’s Principal Extdee Offices)

Karen M. Keating, Esqg.
800 The Safeguard Building
435 Devon Park Drive
Wayne, Pennsylvania 19087-1945
(610) 293-0600
(Name, Address, Including Zip Code, and Telephonmber, Including Area Code,
of Agent for Service)

Copiesto:
Richard B. Aldridge, Esq.
Morgan, Lewis & BockiusLLP
1701 Market Street
Philadelphia, Pennsylvania 19103-2921
(215) 963-5000

Approximate date of commencement of psajlosale to the public: From time to time afterdffective date of this registration
statement.

If the only securities being registeredtiis form are being offered pursuant to dividendhterest reinvestment plans, please check the
following box.O

If any of the securities being registeoaxthis form are to be offered on a delayed otinaobus basis pursuant to Rule 415 under the
Securities Act of 1933, other than securities @ffieonly in connection with dividend or interesinrastment plans, check the following b&.

If this form is filed to register additial securities for an offering pursuant to Rule @$2inder the Securities Act, please check



following box and list the Securities Act registost statement number of the earlier effective regi®on statement for the same offeriig.

If this form is a post-effective amendrmled pursuant to Rule 462(c) under the Secwgifiet, check the following box and list the
Securities Act registration statement number ofddier effective registration statement for taene offeringd

If delivery of the prospectus is expediethe made pursuant to Rule 434, please chedoliba/ing box.

The Registrant hereby amendsthisregistration statement on such date or dates as may be necessary to delay its effective date until the
Registrant shall file a further amendment which specifically statesthat thisregistration statement shall thereafter become effectivein
accor dance with Section 8(a) of the Securities Act or until thisregistration statement shall become effective on such date asthe
Commission, acting pur suant to such Section 8(a), may determine.
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The information in this registration statementd$ complete and may be changed. The
selling securityholders may not sell these se@gitintil the registration statement filed
with the Securities and Exchange Commission iscéffe. This prospectus is not an
offer to sell these securities and is not soligitem offer to buy these securities in any

jurisdiction where the offer or sale is not peregritt

SUBJECT TO COMPLETION, DATED JULY 15, 2004
SAFEGUARD SCIENTIFICS, INC.
$150,000,000

2.625% Convertible Senior Debentures Due 2024, and
the Common Stock Issuable Upon Conversion of the Debentures

We issued the debentures in a privategpieent on February 18, 2004. Selling securityhslaell use this prospectus to resell their
debentures and the shares of our common stockbiesupon the conversion of their debentures at atgykces prevailing at the time of sale,
fixed or varying prices determined at the timea&sor at negotiated prices. The selling secuoiggrs may sell the debentures or the common
stock directly to purchasers or through underwsijteroker-dealers or agents, who may receive cosgiem in the form of discounts or
commissions. We will not receive any proceeds fthenoffering.

The debentures are our senior, unseabkgations. The debentures rank equal in riglgayfment with all of our senior unsecured
indebtedness. The debentures are effectively siradad in right of payment to all of our existingdsfuture secured indebtedness, to the e:
of the value of the assets securing that indebtegjraand to all of the existing and future indebesgnand other liabilities of our subsidiaries.

The debentures bear interest at theofa26625% per annum from February 18, 2004, the dabriginal issuance. We will pay interest
on the debentures on March 15 and September 1&cbfyear. The first interest payment will be madeéseptember 15, 2004. The debentures
are issued only in denominations of $1,000 andyialemultiples of $1,000.

From March 20, 2009, to, but excludingrigh 20, 2011, we may redeem any of the debenifuttes closing sale price of our common
stock exceeds 140% of the conversion price foeadtl 20 trading days within a period of 30 conseeutading days ending on the trading day
before the date we give our notice of redemptiocluiding the last trading day of such period. Bagig March 20, 2011, we may redeem any
of the debentures at any time or from time to timehole or in part without regard to the closiradesprice of our common stock. Upon any
redemption of the debentures, we will pay a redenpirice of 100% of their principal amount, pluaied and unpaid interest, and additic
interest paid as liquidated damages, if any.

Holders of the debentures may requiresuspurchase their debentures on March 21, 205tchi20, 2014 and March 20, 2019, or at
any time prior to their maturity following a desaed event, as defined in this prospectus, at@aecbpse price of 100% of their principal
amount, plus accrued and unpaid interest, andiadditinterest paid as liquidated damages, if any.

The debentures mature on March 15, 202dss earlier redeemed, repurchased or convertddeks$ of the debentures may convert their
debentures into shares of our common stock at @ecsion rate of 138.5540 shares per $1,000 prihaip@unt of debentures, subject to
adjustment, before the close of business on Ma¢l2024 only under the following circumstancesd(iying any fiscal quarter commencing
after June 30, 2004, if the closing sale pricewwofammon stock exceeds 120% of the conversiom foicat least 20 trading days in the 30
consecutive trading day period ending on the lasting day of the preceding fiscal quarter; (iipjgat to certain
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exceptions, during the five business days afterfameyconsecutive trading day period in which treing price per $1,000 principal amount of
the debentures for each day of such period wadhess98% of the product of the closing sale pateur common stock and the number of
shares issuable upon conversion of $1,000 prineipedunt of the debentures; (iii) if the debenturage been called for redemption; (iv) if our
common stock (or other common stock into whichdbbentures are then convertible) ceases to bd fistérading on a U.S. national securi
exchange and is not approved for trading on theladational Market; or (v) upon the occurrenceeastain corporate transactions.

An investment in the securities offered underghispectus involves a high degree of riS&e “Risk Factors” beginning on page 10

The debentures are not listed on anyrgexiexchange or included in any automated gigratystem. The debentures are eligible for
trading on The PORTAEM Market. Our common stock trades on the New Yorkcxchange under the symbol “SFE.” On July 14,4200
the closing sale price of our common stock on tha/Nork Stock Exchange was $1.85.

Neither the Securities and Exchange Commission nor any state securities commission has approved or disapproved of the
securitiesor determined if thisprospectusistruthful or complete. Any representation to the contrary isacriminal offense.

The date of this prospectus , 2004.
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You should rely only upon the information provided in this prospectus or incorporated in this document by reference. We have not

authorized anyoneto provide you with different information. You should not assume that the information in this prospectus, including

any information incor por ated by reference, isaccurate as of any date other than the date of this prospectus.
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FORWARD-LOOKING STATEMENTS

This prospectus and the documents we incotpdnareference into this prospectus contain fodAlaoking statements that are based on
current expectations, estimates, forecasts anégions about our company, the industries in wkietoperate and other matters, as well as
management’s beliefs and assumptions and othenstats regarding matters that are not historicasfahese statements include, in
particular, statements about our plans, strategidsprospects under the heading “Risk Factorsuges or incorporated in this prospectus. For
example, when we use words such as “projects,”dalire,” “expects,” “anticipates,” “intends,” “plati’ “believes,” “seeks,” “estimates,”
“should,” “would,” “could,” “will,” “opportunity,” “potential” or “may,” variations of such words other words that convey uncertainty of
future events or outcomes, we are making forwaotilyg statements within the meaning of Section 27 #he Securities Act of 1933 and
Section 21E of the Securities Exchange Act of 1@34r. forward-looking statements are subject tosrigikd uncertainties. Factors that could
cause actual results to differ materially, incluai®ong others, managing rapidly changing technefdimited access to capital, competition,
the ability to attract and retain qualified emplegethe ability to execute our strategy, the uaget of the future performance of our
companies, acquisitions and dispositions of congsrthe inability to manage growth, compliance witvernment regulation and legal
liabilities, additional financing requirements, taldlisputes, the consummation of the pending attgurisof CompuCom Systems, Inc. and the
effect of economic conditions in the business sadtowhich our companies operate, which are disetidelow under the caption “Risk
Factors.” Many of these factors are beyond ouiitghid predict or control. In addition, as a resafithese and other factors, our past financial
performance should not be relied on as an indinasfduture performance.

All forward4ooking statements attributable to us, or to pessamting on our behalf, are expressly qualifiethgir entirety by this cautiona
statement. We undertake no obligation to publigigate or revise any forward-looking statements,thdreas a result of new information,
future events or otherwise.

In light of these risks and uncertainties, fitr@vard-looking events and circumstances discuss#uis prospectus might not transpire.

2
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INCORPORATION OF CERTAIN DOCUMENTSBY REFERENCE

In this prospectus, we “incorporate by refesgrthe information we file with the SEC, which meahattwe can disclose important busine
financial and other information to you in this ppestus by referring you to the documents contaittiigyinformation. All information
incorporated by reference is deemed to be a pahioprospectus, unless and until that informatiompdated and superseded by the
information contained in this prospectus or anyptinfation we file with the SEC and incorporate laWe incorporate by reference into this
prospectus the documents listed below and any dectswe file subsequently with the SEC under Sesti8(a), 13(c), 14 or 15(d) of the
Exchange Act until this offering is terminated (kxting any information furnished under either Itéror Item 12 of any Current Report on
Form 8-K):

Our SEC Filings Period Covered or Date of Filing
Annual Report on Form -K Year ended December 31, 2003, as amer
Quarterly Report on Form -Q Quarter ended March 31, 20(
Current Reports on Form 8-K Filed with the SEC on January 28, 2004, Februan2004,

February 12, 2004, February 24, 2004, March 15428@ril 12,
2004, April 15, 2004, April 26, 2004, May 5, 2004léting to the
appointment of Anthony Ibarguen as Chief Execu@®fficer and
President of Alliance Consulting Group Associataes,) May 17,
2004, May 28, 2004 and July 15, 20

The description of the common stock contained omg-A As has been filed with the SEC and amended frora tmtime.

You may read and copy materials that we hiéwd Wwith the SEC at the SEC’s public referencemdocated at 450 Fifth Street, N.W.,
Room 1024, Washington, D.C. 20549. Please calbth€ at 1-800-SEC-0330 for further information oe public reference room. Our filings
with the SEC are also available on the Internéh@SEC’s website at www.sec.gov.

You may also request a copy of each docunmeatrporated by reference in this prospectus aist by writing or calling us at the
following address or telephone number:

Safeguard Scientifics, Inc.
800 The Safeguard Building
435 Devon Park Drive
Wayne, Pennsylvania 19087
Telephone: (610) 293-0600
www.safeguard.com
Attention: Investor Relations

Exhibits to a document will not be providedass they are specifically incorporated by refeeeincthat document.

3
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SUMMARY

This prospectus summary highlights information mpooated by reference or contained elsewhere ia giospectus. This summary is not
complete and is qualified in its entirety by, amdld be read in conjunction with, the more dethileformation about us and the debentures,
including the section entitled “Risk Factors” andrdfinancial information, appearing elsewhere ifstprospectus, as well as the information
incorporated by reference in this prospectus.

Safeguar d Scientifics, Inc.

We seek to create lotigrm shareholder value by taking controlling insgseprimarily in information technology and heatire life science
companies and helping them develop through supeperations and management. We sponsor comparties lgading edge of technology
cycles and work to accelerate the commercializatiatheir technology-based solutions, products serdices. Our value creation strategy is
designed to drive superior growth at our compahyjeproviding leadership and counsel, capital supaod financial expertise, strategic
guidance and operating discipline, access to lrastipes and industry knowledge, we offer a rarfggperational and management services to
each of our companies through a team of dedicatgfégsionals. We engage in an ongoing planningaasdssment process through our
involvement and engagement in the development o€ompanies, and our executives provide mentoedgice and guidance to develop the
management of our companies.

In general, we continue to hold our ownershiprest in companies as long as we believe tleatdmpany meets our strategic criteria and
that we can leverage our resources to assist thexohieving superior financial performance and @gtowth. When a company no longer
meets our strategic criteria, we consider divestirggcompany and redeploying the capital realipeather acquisition and development
opportunities. We may achieve liquidity events tiglo a number of means, including a sale of aneenmpany or sales of our interest in a
company, which may include, in the case of our jpuldmpanies, sales in the open market or in pelyategotiated sales, and public offerings
of the company’s securities.

Strategic Companie

We focus our resources on the operations p§tategic, majorityowned companies in order to assist them in incngasiarket penetratio
growing revenue, improving cash flow and creatioggtterm value growth. We see growing market opities for companies that operate in
the following two categories:

* Business Decision Solutions. Companies focused on complex information technokgy software solutions delivering speciali:
information that becomes the basis for businessid@emaking. Our companies specialize in the foalhservices, healthcare, life
sciences, telecommunications and retail industmesinclude a full service information technologywsces and consulting company; ¢

» Healthcare Life Sciences. Companies focused on drug formulation or deliveghhiques, specialty pharmaceuticals, diagnostics o
bioinformatics.

We refer to these companies as our “strategpcipanies. We generally acquire majority ownergloigitions in strategic companies through
expansion capital, buyouts, recapitalizations beostructures.




Table of Contents

Other Holdings and Activities

We hold interests in a number of “non-strategompanies (which we formerly referred to as deg’ companies in our Form 10-Qs and in
2003), which are companies that do not currentraie in the strategic categories described alwmmbat operate in our strategic categories
but in which we generally own less than a majaritgrest. It is possible for a non-strategic conypanbecome a strategic company as it
develops. We also own a 58 percent voting intere€ompuCom Systems, Inc., a leading provider fdrimation technology outsourcing,
technology procurement and systems integratioricesvOn May 27, 2004, CompuCom entered into aredment and Plan of Merger which
transaction, if consummated, would result in theediiture of our interest in CompuCom. See “— Re@mvelopment.” We may also seek to
opportunistically divest our interests in our otbempanies. In addition, we participate in eaimge technology development through our
interests in several affiliated private equity fante currently have no intention of committing newestments in additional private equity
funds and may seek to reduce our current owneistépest in, and our existing commitments to, thegte equity funds in which we hold
interests.

Recent Development

On May 27, 2004, CompuCom Systems, Inc. edtet® an Agreement and Plan of Merger with CHRd#ay Corporation and CHR
Merger Corporation, providing that, upon satisfactof certain conditions, CHR Merger Corporationwdobe merged into CompuCom, each
outstanding share of CompuCom’s common stock wbaldonverted into the right to receive $4.60 irhcasthout interest, and each
outstanding share of CompuCom'’s preferred stockidvbe converted into the right to receive $10.00ash plus accrued and unpaid
dividends, without interest. Upon consummationhaf CompuCom merger, CompuCom would be a wholly-ahsubsidiary of CHR Holding
Corporation.

We have entered into a principal stockholdgeament with CHR Holding Corporation and CHR Mer@erporation pursuant to which we
are obligated to vote in favor of the approvallef CompuCom merger, subject to specified conditiGme of the conditions to our voting
obligation is that our shareholders shall have eygnl the vote by us in favor of the approval of @@mpuCom merger. If we vote our share
CompuCom in favor of the merger, then CompuCom kélre received the requisite stockholder appravatlife merger at their special
stockholders meeting.

If the CompuCom merger is consummated, weredkive an aggregate of approximately $128 millfogross cash proceeds. This
aggregate consideration is comprised of (i) appnakely $113 million being received in respect of baldings of CompuCom common stock
and (ii) approximately $15 million being receivedrespect of our holdings of CompuCom series B edite preferred stock. A presentation
of certain of our pro forma consolidated finandgmdbrmation giving effect to the consummation of tBiompuCom merger is contained in our
Current Report on Form 8-K filed on July 15, 2004.

In addition to the approval of our sharehaddéne consummation of the CompuCom merger is sutyeother conditions, including CHR
Holding Corporation obtaining financing to fund arfion of the merger consideration and the satigfa®f certain minimum working capital
targets as of the close of business on the bust@@ssnmediately preceding the closing date. Tlvarebe no guarantee that these conditions
will be satisfied and the merger will be consumrdatéthe merger is not consummated, we will coméiio hold our ownership interest in
CompuCom and consolidate CompuCom'’s results ofatjpers for the purposes of our financial statements

Our Corporate Information

We were incorporated in the Commonwealth ofrfBglvania in 1953. Our corporate headquartersoasted at 800 The Safeguard Buildi
435 Devon Park Drive, Wayne, Pennsylvania 19087 .v@bsite is www.safeguard.com. Information on website or any other website
mentioned herein does not constitute part of thospectus.
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Issuer

Securities Offerel
Original Issue Dat
Maturity Date

Interest

Ranking

Conversion

The Offering
Safeguard Scientifics, Inc., a Pennsylvania cotjpmma
$150,000,000 principal amount of 2.625% Convertidmior Debentures due 20:.
February 18, 200¢
March 15, 2024, unless earlier redeemed, repurdhaseonverted

2.625% per annum on the principal amount, from &atyr 18, 2004, payable se-annually in
arrears in cash on March 15 and September 15 bfyesar, beginning September 15, 2C

The debentures will be our senior, unsecured otidiga and will rank equally in right of payme
with all of our existing and future senior, unsexiindebtedness. The debentures will be junior to
any of our secured obligations to the extent ofcthiéateral pledged and will also be effectively
subordinated to all liabilities of our subsidiati@gluding their trade payable

You may convert the debentures into shares of onmeon stock, par value $0.10 per share, at a
conversion rate of 138.5540 shares per $1,000ipehamount of debentures (representing a
conversion price of approximately $7.2174), subjeadjustment, prior to the close of business on
the business day immediately preceding the findaunitg date only under the following
circumstances

. during any fiscal quarter commencing after June2B04, and only during such fiscal qual
if the closing sale price of our common stock exiseE20% of the conversion price for at
least 20 trading days in the 30 consecutive tradagperiod ending on the last trading da
the preceding fiscal quarter;

. during the five business days after any five consee trading day period (the “measurement
period”) in which the trading price per $1,000 pipal amount of debentures for each day of
such measurement period was less than 98% of titiptr of the closing sale price of our
common stock and the number of shares issuable egrorersion of $1,000 principal amol
of the debenturegrovided, howeveryou may not convert your debentures in reliante o
this provision if on any day during such measurenpeniod the closing sale price of our
common stock was between 100% and 120% o

6
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Sinking Func

Optional Redemption

Designated Ever

Repurchase at the Option
the Holder

then current conversion price of the debenture
. if the debentures have been called for redemptio
. if our common stock (or other common stock intoethtihe debentures are then converti

ceases to be listed for trading on a U.S. natisealrrities exchange and is not approved for
trading on the Nasdaqg National Market;

. upon the occurrence of specified corporate trarmatescribed under “Description of
Debentures — Conversion of Debentures — Converdjmon Specified Corporate
Transaction!”

None.

We may not redeem any debentures before March@®.Zrom March 20, 2009 to, but excluding,
March 20, 2011, we may redeem some or all of thedires, but only if the closing sale price of
our common stock for 20 trading days within a perad 30 consecutive trading days ending on the
trading day before the date we give our redempiimtice exceeds 140% of the conversion price of
the debentures, subject to adjustment in a numi@raumstances as described under “Description
of the Debentures — Conversion of Debentures — €mion Rate Adjustments.” Beginning
March 20, 2011, we may redeem some or all of thenires at any time or from time to time,
without regard to the closing sale price of our cwon stock. We will give not less than 30 nor more
than 60 days notice of any redemption, and wepaijl a redemption price equal to 100% of the
principal amount of the debentures to be redeeplad,accrued and unpaid interest, and additional
interest paid as liquidated damages, if any, upub excluding, the redemption da

If a designated event (as described ui* Description of Debenture— Repurchase at Option of t
Holder Upon a Designated Event”) occurs prior tdurity, you may require us to purchase all or
part of your debentures at a repurchase price equ#l0% of their principal amount, plus accrued
and unpaid interest, and additional interest pailicaidated damages, if any, up to, but excluding,
the repurchase dat

You may require us to repurchase the debenturdédawoh 21, 2011, March 20, 2014 and March
2019, at a repurchase price equal to 100% of fh&icipal amount plus accrued and unpaid interest,
and additional interest paid as liquidated damaifiesyy, to, but excluding the repurchase date. See
“Description of Debenture—

7
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Use of Proceeds Upon Sales
of Interests in Our Non-
Strategic Companies

Use of Proceeds

Registration Rights

PORTAL Trading of
Debentures

New York Stock Exchang
Symbol
for our Common Stoc

Repurchase at Option of the Hol

If we sell our interest in certain of our comparéesl the aggregate book value of the interest being
sold, when added to the aggregate book value ditallests in such company sold in the preceding
twelve months, exceeds $50,000,000, we will usentfiecash proceeds of such sale as specified
under “Description of Debentures — Use of Procddpien Sales of Interests in Our Non-Strategic
Companie¢”

We will not receive any of the proceeds from thie & any selling securityholder of the debentures
or the shares of common stock issuable upon coioveos$ the debentures. S“Use of Proceed”

We have agreed to file a shelf registration statered which this prospectus is a part, with theCSE
covering the resale of the debentures and the canstazk issuable upon conversion of the
debentures. We have also agreed to use our redsdrest efforts to have the registration statement
declared effective and to use our reasonable ffestssto keep the shelf registration statement
effective for a specified perio

We are required to pay additional interest as tlgted damages if we fail to keep the shelf
registration statement effective during the speditime periods. If you convert debentures to
common stock on any date when we are requiredytagditional interest as liquidated damages,
you will not be entitled to the additional interastliquidated damages, but you will instead ree
additional shares upon conversi

The debentures are eligible for trading in The &5 Market of the National Association of
Securities Dealers, In

“SFE.”

Risk Factors

You should carefully consider all of the infaation contained or incorporated by reference i phospectus prior to investing in the
debentures. In particular, we urge you to carefoligsider the information under “Risk Factors,” inegng on page 10 of this prospectus, so
that you understand the risks associated with a@stment in our company and the debentures.

8
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Ratio Of Earnings To Fixed Charges

The ratio of earnings to fixed charges is cotad by dividing earnings by fixed charges. Thesaputations include us and our subsidial
For the purposes of this calculation, “earningsamepretax income from operations before adjustriemhinority interests and equity
(income) loss. The term “fixed charges” means tiva sf interest on indebtedness and a portion dErexpresentative of the interest factor.
The deficiencies of net earnings to cover fixedrgba for the years ended December 31, 2003, 2Q024, &rd 2000 and the three months el
March 31, 2004 were $47,229, $36,810, $47,534,8850and $10,642 respectively (in thousands). Oio od earnings to fixed charges for the
year ended December 31, 1999 was
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RISK FACTORS

You should carefully consider the information setif below before making an investment decisioanyf of the following risks actually
occur, our business, financial condition or resufsoperations could be materially harmed, andvhkie of our securities may decline. You
should also refer to other information includedincorporated by reference in this prospectus.

Risks Related to Our Business
Our business depends upon the performance of oumpanies, which is uncertain.

If our companies do not succeed, the valusuofassets could be significantly reduced and rectibstantial impairments or write-offs, and
our results of operations and the price of our camistock could decline. The risks relating to comgpanies include:

« many of our companies have a history of operatiisgés or a limited operating history and may nbegrofitable;

* intensifying competition affecting the products asivices our companies offer could adversely affezir businesses, financi
condition, results of operations and prospectgfowth;

* inability to adapt to the rapidly changing market#;
« inability to manage growtt

» our companies may need additional capital to fimsir toperations, which we may not be able to fundioich may not be available fro
third parties on acceptable terms, if at

« inability to protect their proprietary rights andracompanies may infringe on the proprietary rigsftethers;
« certain of our companies could face legal lialgtirom claims made against their operations, prsdor work;
« our companies are subject to the impact of econaimenturns
« inability to attract and retain qualified personreeid
» government regulations and legal uncertainties ptage financial burdens on the businesses of aupenies
These risks are discussed in greater detdémthe caption “— Risks Related to Our Companiegddw.

The identity of our companies and the nature of omterests in them could vary widely from period period.

As part of our strategy, we continually asd@ssvalue to our shareholders, and to the owrfessrocompanies, of our interests in our
companies. We also regularly evaluate alternate isseour capital resources. As a result, dependimgharket conditions, growth prospects
and other key factors, we may, at any time, chahgeompanies in which we strategically focus,iliqte our interests in any of our compa
or otherwise change the nature of our interestaimcompanies. Therefore, the identity of our conigsmand the nature of our interests in them
could vary significantly from period to period.

Our companies currently do not provide us with acgsh flow from their operations so we rely on cash hand, liquidity events and our
ability to generate cash from capital raising adties to finance our operations.

We need capital to invest in new companiesyaéie additional investments in, or advances togegisting

10
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companies and private equity funds, and to finanoecorporate overhead. We also need cash to seamid repay our outstanding debt. Our
5.0% Convertible Subordinated Notes will maturdume 2006, requiring approximately $54.8 milliorbtorepaid after the application of the
proceeds of this offering. Pursuant to the termthefdebentures, we will be required to use a @i the net proceeds we receive in the
proposed sale of our interest in CompuCom to rémase the remainder of our 5.0% Convertible SubatdohNotes due June 15, 2006 that are
outstanding. See “Summary — Recent Development™Bedcription of Debentures — Use of Proceeds Upales of Interests in Our Non-
Strategic Companies.” As a result, we have subistazash requirements. Our companies currentlyat@rovide us with any cash flow from
their operations. To the extent our companies geeamy cash from operations, they generally rekarfunds to develop their own busines
As a result, we must rely on cash on hand, ligyiditents and new capital raising activities to neetcash needs. If we are unable to find
ways of monetizing our investment or to raise addél capital on attractive terms, we may faceitliggy issues that will require us to curtail
our new business efforts, constrain our abilitgxecute our business strategy and limit our aktititgrovide financial support to our existing
companies.

Fluctuations in the price of the common stock of opublicly traded companies may affect the priceafr common stock.

The aggregate market value of our equity @ty in our publicly traded companies was $199lifomias of June 30, 2004. Fluctuations in
the market price of the common stock of our publtchded companies are likely to affect the pritewwr common stock. The market price of
many of our public companies’ common stock has beginly volatile and subject to fluctuations untethor disproportionate to operating
performance.

Intense competition from other acquirers of intetssin companies could result in lower gains or pddyg losses on our companie

We face intense competition from companie$ Wwiisiness strategies similar to our own and frtimerocapital providers as we acquire and
develop interests in companies. Some of our cotgpethave more experience identifying and acquidognpanies and have greater financial
and management resources, brand name recognitiodustry contacts than we have. Although mostufaczquisitions will be made at a st:
when our companies are not publicly traded, we payhigher prices for those equity interests bezafiiigher trading prices for securities
similar public companies and competition from othequirers and capital providers, which could reisulower gains or possibly losses on our
equity investments. In addition, our strategy diety operating and integrating our companies galherequires us to acquire majority or
controlling interests in companies. This may plasat a competitive disadvantage to some of oumpetitors because they may have more
flexibility than we do in structuring acquisitions.

We may be unable to obtain maximum value for ourltimgs in companies or liquidate our interests immpanies on a timely basis.

We have significant positions in our compan{@snsequently, if we were to divest all or parbaf interest in a company, we may have to
sell our interests at a relative discount to agraceived by a seller of a smaller portion. Fonpanies with publicly traded stock, we may be
unable to sell our interest at then-quoted markieep. The trading volume and public float in tleenenon stock of our publicly-traded
companies are small relative to our holdings indbiapanies. As a result, any significant divestity us of our holdings in these companies
would likely have a material adverse effect onrtegket price of the companies’ common stock andwrproceeds from such a divestiture.
Additionally, we may not be able to take our comipamublic as a means of monetizing our positiooreating shareholder value.

The absolute size of our holdings in our conigamay also affect our ability to sell our intdrim companies on a timely basis. Registration
and other requirements under applicable secutdigs, as well as our need to comply with the Inmesit Company Act, may adversely affect
our ability to dispose of our interest in compardesa timely basis.

Our success is dependent on our executive manageémen

Our success is dependent on our executive geament team’s ability to execute our strategy. gslof one or more of the members of our
executive management team without adequate repitecould have a material adverse effect on us.
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Our business strategy may not be successful if adilons in the market sectors in which our companiearticipate decline.

Our strategy involves creating value for duareholders and the owners of our companies byrfgeur companies grow and, if
appropriate, accessing the public and private abpiirkets. Therefore, our success is dependetheovalue of our companies as determined
by the public and private capital markets. Manydexincluding reduced market interest, may cahsertarket value of our publicly traded
companies to decline. If valuations in the marlegtars in which our companies participate declng,companies’ access to the public and
private capital markets on terms acceptable to thmay be limited.

Accounting conventions may require us to change tiresentation of our financial statement

During 2003, we consolidated the results afrafions of 9 companies: CompuCom Systems, Inagitan Enterprise Solutions, Inc., Agari
Mediaware, Inc. (consolidated through June 30, 208Bance Consulting Group Associates, Inc., Fiadfitle and Art Studio, Inc., Mantas,
Inc., Protura Wireless, Inc. (consolidated throdghe 30, 2003), SOTAS, Inc. (separately consolifatgil it was merged with Mantas on
October 1, 2003) and ChromaVision Medical Systdnts, because we control or controlled more thapé&@ent of the respective outstanding
voting securities. In February 2004, Opsware, thased on its acquisition of Tangram. Our interestangram was divested in that transaction
and, as a result, we will no longer consolidategram’s results of operations for periods afterdlosing date thereof.

At December 31, 2003, we owned approximat8i6®f the aggregate voting interests of CompuCohne. gresentation of our financial
statements is significantly influenced by the cdidsted results of operations of CompuCom. CompuC@epnesented approximately 90% of
our 2003 consolidated revenues. If our voting owhigr of CompuCom were to decrease below 50% asudt i the issuance of stock by
CompuCom in an acquisition or other transactioa divestiture by us of all or part of our interest€ompuCom, we may no longer be able to
consolidate the results of operations of CompuCath owr results of operations. If we were no longeguired to consolidate CompCom, our
consolidated revenues would decline significantlg aur consolidated statement of operations arahibal sheet would change significantly.
On May 27, 2004, CompuCom entered into an AgreermedtPlan of Merger which transaction, if consunedatvould result in the divestitu
of our interest in CompuCom. See “Summary — ReBavelopment.”

Our companies could make business decisions tha&t ot in our best interests or with which we do ragree, which could impair the value
of our company interests.

Although we generally seek a controlling egiriterest and participation in the managementunfommpanies, we may not be able to col
the significant business decisions of our compaMés may have shared control or no control overesofrour companies. In addition,
although we currently own a controlling intereshiany of our companies, we may not maintain thigradling interest. Acquisitions of
interests in companies in which we share or haveomtrol or the dilution of our interests in, awds$ of control over, companies will involve
additional risks that could cause the performariciointerests and our operating results to sufferuding:

» the management of a company having economic onbssiinterests or objectives that are different thas; anc
« companies not taking our advice with respect tdfithencial or operating difficulties that they magcounter

Our inability to prevent dilution of our owrsdnip interests in our companies or our inabilitptberwise have a controlling influence over
management and operations of our companies cowkl drmadverse impact on our status under the ImesgtCompany Act. Our inability to
adequately control our companies also could prewsiitom assisting them, financially or otherwigecould prevent us from liquidating our
interests in them at a time or at a price thaai®fable to us. Additionally, our companies may caltaborate with each other or act in ways
that are consistent with our business strategys@ ffi@ctors could hamper our ability to maximizeime$ on our interests and cause us to
recognize losses on our interests in these companie

We may have to buy, sell or retain assets when wald/otherwise not wish to do so in order to avo@distration under the Investment
Company Act.

The Investment Company Act of 1940 regulateaganies which are engaged primarily in the busioés
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investing, reinvesting, owning, holding or tradingsecurities. Under the Investment Company Acompany may be deemed to be an
investment company if it owns investment securitiéth a value exceeding 40% of the value of italtassets (excluding government secur
and cash items) on an unconsolidated basis, uateegemption or safe harbor applies. We referistést as the “40% Test.” Securities issued
by companies other than majority-owned subsidiaiesgenerally considered “investment securities’plurpose of the Investment Company
Act. We are an operating company that conductstisiness operations principally through majorityred subsidiaries and are not engaged
primarily in the business of investing, reinvestorgrading in securities. We are also in complendth the 40% Test. Consequently, we dc
believe that we are an investment company undeintrestment Company Act.

We monitor our compliance with the 40% Test aaek to conduct our business activities to comyitlly this test. It is not feasible for us to
be regulated as an investment company becauseubstinent Company Act rules are inconsistent withstrategy of actively managing,
operating and promoting collaboration by and amamgcompanies. In order to continue to comply wlith 40% Test, we may need to take
various actions which we would otherwise not pur$igr example, we may need to retain a majoritgrggt in a company that we no longer
consider strategic, we may not be able to acquir@tarest in a company unless we are able to mimajority ownership interest in the
company, or we may be limited in the manner orrigrin which we sell our interests in a company. G@unership levels may also be affected
if our companies are acquired by third partied our companies issue stock which dilutes our nigj@wnership. The actions we may need to
take to address these issues while maintaining tange with the 40% Test could adversely affectaitity to create and realize value at our
companies.

Several lawsuits have been brought or threatenediagt us and our companies and the outcomes of thisvsuits are uncertain

We and Warren V. Musser, our former Chairnvegre named as defendants in a putative class didgédron June 26, 2001 in U.S. District
Court for the Eastern District of Pennsylvania (t@eurt”). Plaintiffs allege that defendants failed to diseltisat Mr. Musser had pledged sc
or all of his Safeguard stock as collateral to secoargin trading in his personal brokerage accuritintiffs allege that defendants’ failure to
disclose the pledge, along with their failure teoftise several margin calls, a loan to Mr. Mudher guarantee of certain margin debt and the
consequences thereof on our stock price, violdtedederal securities laws. Plaintiffs allege claiumder Sections 10(b) and 20(a) of the
Securities Exchange Act of 1934. On August 17, 2@0decond putative class action was filed agaisstnd Mr. Musser asserting claims
similar to those brought in the first proceedingatldition, plaintiffs in the second case alleg the defendants failed to disclose possible or
actual manipulative aftermarket trading in the siti@s of our companies, the impact of competitiomprospects for one or more of our
companies and our lack of a superior business @arOctober 23, 2001, the Court entered an ordesalmlating the two cases and, on Apr
2002, plaintiffs filed a consolidated and amendegsaction complaint for violation of the fedesaturities laws. These two cases were
consolidated for further proceedings under the ndmRe: Safeguard Scientifics Securities Litigati@and the Court approved the designation
of a lead plaintiff and the retention of lead ptdfa’ counsel. The plaintiffs filed a consolidatadd amended complaint. On May 23, 2002, the
defendants filed a motion to dismiss the consadidatnd amended complaint for failure to state anclgpon which relief may be granted. On
October 24, 2002, the Court denied the defendamt$ions to dismiss, holding that, based on thegatiens of plaintiffs’ consolidated and
amended complaint, dismissal would be inappropaateat juncture. On December 20, 2002, plainfifésl with the Court a motion for class
certification. On August 27, 2003, the Court derpéaintiffs’ motion for class certification. On Sember 12, 2003, plaintiffs filed with the
United States Court of Appeals for the Third Citeupetition for permission to appeal the orderyilegclass certification. On November 5,
2003, the Third Circuit denied plaintiffs’ petiti@nd declined to hear the appeal. On Novemberd@3,%laintiffs’counsel moved to intervel
new plaintiffs and proposed class representativeiseé consolidated action, which motion was debigthe Court on February 18, 2004. On
July 12, 2004, a third putative class action compleaptioned Mandell v. Safeguard Scientifics,. /@t al. was filed against us and Mr. Musser
in the United States District Court for the EastBistrict of Pennsylvania. The new complaint asssitnilar claims to those asserted in the
consolidated and amended class action complait.cdmplaint also asserts individual claims on Hatfalwo individual plaintiffs who had
attempted unsuccessfully to intervene in the cadatedd action. We have not yet responded to theawemplaint.

The outcome of this litigation is uncertaindavhile we believe that we have valid defensgddtiffs’ claims and intend to defend the
lawsuits vigorously, no assurance can be giveon #set outcome of these lawsuits. An adverse rudimgd have a material adverse effect on
consolidated financial statements and results efatjpns.

In addition, we, as well as our companies,mvelved in various claims and legal actions agsin the ordinary course of business. Whil:
the current opinion of management, the ultimatpaigion of these matters will not
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have a material adverse effect on our consolidiitehcial position or results of operations, nouaaace can be given as to the outcome of
these lawsuits, and one or more adverse rulingkl d@ye a material adverse effect on our consa@ifihancial position and results of
operations, or that of our companies.

Risks Related to Our Companies
Many of our companies have a history of operatiragtses or limited operating history and may neverefitable.

Many of our companies have a history of opegabsses or limited operating history, have digait historical losses and may never be
profitable. Many of these companies have incurtdgstantial costs to develop and market their prtgjinave incurred net losses and cannot
fund their cash needs from operations. We expatttktie operating expenses of certain of our congsanill increase substantially in the
foreseeable future as they continue to developymtsdincrease sales and marketing efforts andnekpperations.

Our companies face intense competition, which coaldversely affect their business, financial conditi, results of operations and prospects
for growth.

There is intense competition in the technolagyg healthcare life sciences marketplace, andxyeot competition to intensify in the future.
Our companies compete against companies outsideetwiork of companies. Additionally, the intensengetition within the technology and
healthcare life sciences marketplace may causeamnpanies to compete among themselves. Our busiiresscial condition, results of
operations and prospects for growth will be maltigrizdversely affected if our companies are noedblcompete successfully with companies
outside our family of companies or compete amorgibelves. Many of the present and potential cortgpetinay have greater financial,
technical, marketing and other resources than thbear companies. This may place our companiesdisadvantage in responding to the
offerings of their competitors, technological chas@r changes in client requirements. Also, ourpaomes may be at a competitive
disadvantage because many of their competitors tnaager name recognition, more extensive clieaeband a broader range of product
offerings.

Our companies may fail if they do not adapt to trepidly changing technology and healthcare life scices marketplace.

If our companies fail to adapt to rapid changetechnology and customer and supplier demahdg,may not become or remain profitable.
There is no assurance that the products and serefaeur companies will achieve or maintain mapenetration or commercial success, or
the businesses of our companies will be successful.

The technology and healthcare life sciencesketplace is characterized by:
« rapidly changing technolog
 evolving industry standard

 frequent new products and servic

shifting distribution channel:

« evolving government regulatio

« frequently changing intellectual property landsca@and
« changing customer deman

Our future success will depend on our comparikility to adapt to this rapidly evolving marketpéa They may not be able to adequate
economically adapt their products and serviceseldgvnew products and services or establish andtaiaieffective distribution channels for
their products and services. If our companies asble
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to offer competitive products and services or naineffective distribution channels, they will sieliver products and services and forego
potential revenue, possibly causing them to losaeyioln addition, we and our companies may notlide @ respond to the rapid technology
changes in an economically efficient manner, andcompanies may become or remain unprofitable.

Many of our companies may grow rapidly and may beable to manage their growtt

We expect some of our companies to grow rgpRlapid growth often places considerable operatjonanagerial and financial strain on a
business. To successfully manage rapid growthcoonpanies must, among other things:

« rapidly improve, upgrade and expand their busiigsastructures

« scale-up production operation

develop adequate financial reporting contr

attract and maintain qualified personnel; i
« maintain adequate levels of liquidil

If our companies are unable to manage theiwvtr successfully, their ability to respond effeety to competition and to achieve or main
profitability will be adversely affected.

Our companies may need to raise additional capttafund their operations, which we may not be aldefund or which may not be availab
from third parties on acceptable terms, if at a

Our companies may need to raise additionalgun the future and we cannot be certain that théyoe able to obtain additional financing
on favorable terms, if at all. Because our resaiezel our ability to raise capital are limited, @gnot commit to provide our companies with
sufficient capital resources to allow them to reaatash flow positive position. If our companies aot able to raise capital from other outside
sources, then they may need to cease or scaleobac#tions.

Some of our companies may be unable to protectrtbebprietary rights and may infringe on the propetary rights of others

Our companies assert various forms of intaligoroperty protection. Intellectual property n@nstitute an important part of our
companies’ assets and competitive strengths. Hederamost typically, copyright, patent, trademarid trade secret, generally protects
intellectual property rights. Although we expedttbur companies will take reasonable efforts tigmt the rights to their intellectual property,
the complexity of international trade secret, cogiyt; trademark and patent law, coupled with th&ted resources of these companies and the
demands of quick delivery of products and servioasarket, create a risk that their efforts wilbpe inadequate to prevent misappropriatio
our companies’ technology, or third parties mayadep similar technology independently.

Some of our companies also license intelldgiteperty from third parties and it is possiblattthey could become subject to infringement
actions based upon their use of the intellectugp@rty licensed from those third parties. Our coniggmgenerally obtain representations as to
the origin and ownership of such licensed intellatproperty; however, this may not adequatelygmiothem. Any claims against our
companies’ proprietary rights, with or without medould subject our companies to costly litigataord the diversion of their technical and
management personnel from other business condéms. companies incur costly litigation and thpérsonnel are not effectively deployed,
the expenses and losses incurred by our compaiilésarease and their profits, if any, will decsza

Third parties may assert infringement or ofh&llectual property claims against our compamiased on their patents or other intellectual
property claims. Even though we believe our comgesirproducts do not infringe any
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third party’s patents, they may have to pay sultistesiamages, possibly including treble damagesjsfultimately determined that they do.
They may have to obtain a license to sell theidpots if it is determined that their products infié another person'’s intellectual property. Our
companies might be prohibited from selling themgucts before they obtain a license, which, if e at all, may require them to pay
substantial royalties. Even if infringement claiagainst our companies are without merit, defenthege types of lawsuits take significant
time, may be expensive and may divert managemgsritein from other business concerns.

Certain of our companies could face legal liabikis from claims made against their operations, pratiior work.

The manufacture and sale of certain of ourgaomy’s products entails an inherent risk of productiliigh Certain of our companies maint:
product liability insurance. Although none of owngpanies to date have experienced any materiadptisere can be no assurance that they
will be able to maintain or acquire adequate prodability insurance in the future and any prodliability claim could have a material adve
effect on our companies’ revenues and income. dlitiad, many of the engagements of our companieshe projects that are critical to the
operation of their clients’ businesses. If our camips fail to meet their contractual obligatiomeyt could be subject to legal liability, which
could adversely affect their business, operatisglte and financial condition. The provisions oampanies typically include in their contracts,
which are designed to limit their exposure to legaims relating to their services, and the apflices they develop, may not protect our
companies or may not be enforceable. Also, as dtamis, some of our companies depend on theirioalstiips with their clients and their
reputation for high caliber professional serviced @tegrity to retain and attract clients. As sulg claims made against our companies’ work
may damage their reputation, which in turn, couaigiéct their ability to compete for new work and adeely impact their revenues and
profitability.

Our companies are subject to the impact of econohdevnturns.

The results of operations of our companiesaffiexted by the level of business activity of thaients, which in turn is affected by the levels
of economic activity in the industries and markee they serve. In addition, the businesses déiteof our Business Decision Solutions
companies tend to lag behind economic cycles im@umstry. Any significant downturn in the econoreitvironment could result in reduced
demand for the products and services offered bycompanies which could negatively impact their rexes and profitability. In addition, an
economic downturn could cause increased pricingsare which also could have a material adversedtrgrathe revenues and profitability of
our companies.

Our companies’ success depends on their abilitattact and retain qualified personnel.

Our companies are dependent upon their alvdigttract and retain senior management and kesppgel, including trained technical and
marketing personnel. Our companies will also neecbnhtinue to hire additional personnel as theyaegp A shortage in the availability of the
requisite qualified personnel would limit the afyilof our companies to grow, to increase sales@if texisting products and services and to
launch new products and services.

Government regulations and legal uncertainties mphace financial burdens on the businesses of oungmanies.

Failure to comply with applicable requirementshe FDA or comparable regulation in foreign otries can result in fines, recall or seizure
of products, total or partial suspension of produtwithdrawal of existing product approvals oganlances, refusal to approve or clear new
applications or notices and criminal prosecutiomnMfacturers of pharmaceuticals and medical diagndsvices are subject to strict federal
regulation regarding validation and the qualityranufacturing facilities. Failure to comply withese quality regulation systems requirements
could result in civil or criminal penalties or enfement proceedings, including the recall of a pobar a “cease distribution” order requiring
our company to stop placing its products in servicselling. The enactment of any additional lawsegulations that affect healthcare
insurance policy and reimbursement (including Matbaeimbursement) could negatively affect our canigs. If Medicare or private payors
change the rates at which our companies or theiomers are reimbursed by insurance providersfsr products, such changes could
adversely impact our companies. If either the UARIOT Act or the Basel Capital Accord are repeatbé demand for services and/or
products of certain of our companies may be neghtivnpacted.
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Risks Related to the Debentures and Our Common Stock

The debentures are unsecured and are effectivelgmdinated to all our secured debt and all liabiés of our subsidiaries. We may be
unable to pay our obligations under the debentures.

The debentures are not secured by any ofsaataand therefore are effectively subordinatedl tof our existing and future secured deb
we become insolvent or are liquidated, or if paytredrany of our secured debt is accelerated, thaens of that secured debt will be entitled to
exercise the remedies available to secured lenaohetsr applicable law, including the ability to folese on and sell the assets securing such
debt to satisfy such debt. In any such case, onairing assets may be insufficient to repay theedabyes.

The debentures are obligations exclusivelgafeguard Scientifics, Inc. Our subsidiaries apasgte and distinct legal entities. Our
subsidiaries have no obligation to pay any amoduason the debentures or to provide us with fundsdr payment obligations, whether by
dividends, distributions, loans or other paymelmtsaddition, any payment of dividends, distribuipfoans or advances by our subsidiaries will
also be contingent upon our subsidiaries’ earnargscould be subject to contractual or statutosyriaions. Our subsidiaries currently do not
provide us with any cash, except upon a sale ofrdarest in a subsidiary for cash or other ligag$ets. To the extent our companies generate
any cash from operations, they currently retainftimels to develop their own businesses. We relthersale of our interests in our companies,
capital raising activities and our cash on hansketwice the debt of Safeguard Scientifics, Inc.

Our right to receive any assets of any ofsubsidiaries upon their liquidation or reorganiaatiand therefore the right of the holders of the
debentures to participate in those assets, willu®rdinated to the claims of that subsidiary’slitogs, including their trade creditors. In
addition, even if we were a creditor of any of subsidiaries, our rights as a creditor would beosdibate to any security interest in the assets
of our subsidiaries and any indebtedness of ousidiglsies senior to that held by us.

We may be unable to purchase the debentures fohaas specified dates or following a designated even

Holders of the debentures have the right qoire us to repurchase the debentures on spedifiex$ or upon the occurrence of a designated
event prior to maturity as described under the imggd'Description of Debentures — Repurchase atddpif the Holder” and “Description of
Debentures — Repurchase at Option of the HoldemUpbesignated Event.” Any of our future debt agreets may contain similar
provisions. We may not have sufficient funds to m#ie required repurchase in cash at such timeecaihility to arrange necessary financing
on acceptable terms. In addition, our ability tpouehase the debentures with cash may be limitddveyr the terms of other agreements
relating to our debt outstanding at the time, idolg our senior credit facility. If we fail to remhase the debentures as required by the
indenture, it would constitute an event of defamitler the indenture governing the debentures wimidlrn, could be expected to constitute an
event of default under any agreements relatingeta dutstanding, including our senior credit fagilimportant corporate events, such as
takeovers, recapitalizations or similar transadjonay not constitute a designated event undentienture governing the debentures and thus
not permit the holders of the debentures to requsr repurchase or redeem the debentures.

There is currently no public market for the debents, and an active trading market may not develop the debentures. The failure of a
market to develop for the debentures could adversdfect the liquidity and value of your debentures

The debentures are a new issue of securdtiebthere is no existing market for the debentukiteough the debentures are eligible for
trading on The PORTAL Marké™, we do not intend to apply for listing of the dehees on any securities exchange or for quotatfdhe
debentures on any automated dealer quotation systenarket may not develop for the debentures,ibadnarket does develop, it may not be
sufficiently liquid for your purposes. If an actiMeuid market does not develop for the debentutes market price and liquidity of the
debentures may be adversely affected. If any ofl¢ieentures are traded after their initial issuatieey may trade at a discount from their
initial offering price.

The liquidity of the trading market, if anyncafuture trading prices of the debentures willefgghon many
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factors, including, among other things, the magkete of our common stock, our ability to regidtes resale of the debentures, prevailing
interest rates, our operating results, financialggmance and prospects, the market for similaustes and the overall securities market, and
may be adversely affected by unfavorable changésese factors. In addition, we do not expect aegit rating agencies to rate the
debentures, which could have a negative impachemtarket price for the debentures. Historicah, inarket for convertible debt has been
subject to disruptions that have caused volaiititprices. The market for the debentures may b@gsuto disruptions that could have a nege
effect on the holders of the debentures, regardiesar operating results, financial performance@spects.

The initial purchaser had advised us thatténded to make a market in the debentures. Thalipurchaser is not obligated, however, to
make a market in the debentures, and it may disaonainy such market making at any time at its dideretion. In addition, any market
making activity will be subject to the limits imped by the Securities Act and the Securities Exchakg. Accordingly, we cannot assure you
as to the development or liquidity of any markettfee debentures.

We increased our level of indebtedness as a restthe sale of the debentures and may incur additi indebtedness in the future, which
could adversely affect our business and our abilibtymake payments on our indebtedness, including ttebentures, and may restrict our
operating flexibility.

Our aggregate level of indebtedness recently ise@avith the consummation of the offering of $150iom of 2.625% Convertible Senior
Debentures due 2024. We used all of the net pracieenh this offering to repurchase a portion of 6% Convertible Subordinated Notes due
June 15, 2006. Our aggregate long-term indebtedagéss taking into account our repurchase of $idlibon out of a total of $200 million
outstanding of our 5% Convertible Subordinated Nalee June 15, 2006, was $205 million as of May2084. In the future, we may obtain
additional long-term debt and working capital lird<redit to meet future financing needs, whichuldchave the effect of increasing total
leverage. We and our subsidiaries are not regtrigteler the terms of the debentures or notes frmuriing additional debt or providing
guarantees of debt of others, including secured, defpurchasing our securities or paying dividemdsddition, the limited covenants
applicable to the debentures do not require ushgese or maintain any minimum financial resultatieag to our financial position or results
operations. Our and our subsidiaries’ ability touinadditional debt and take a number of othepastthat are not limited by the terms of the
debentures could have the effect of diminishingahility to make payments on the debentures angsnehen due. Certain of our other debt
instruments may, however, restrict these and @bgons.

The level of our indebtedness could:

« limit cash flow available for general corporate poses, such as acquisitions and capital expensijtdue to the ongoing cash fl¢
requirements for debt servic

« limit our ability to obtain, or obtain on favoraktierms, additional debt financing in the future farking capital or acquisition:
« limit our flexibility in reacting to competitive @ahother changes in our industry and economic carditgenerally

« expose us to a risk that a substantial decreaseticash flows due to an inability to monetize iaterests in our companies, economic
developments or adverse developments in our bussomdd make it difficult to meet debt service rieguents;

« increase our vulnerability to adverse economiciaddstry conditions; an

» expose us to risks inherent in interest rate flatitins because of the variable interest rates lver atebt instruments, which could resul
higher interest expense in the event of increasederest rates

Our ability to repay or refinance our indebitesls will depend upon our future ability to monetir interests in our companies and our
operating performance, which may be affected byeggreconomic, financial, competitive, regulatdsysiness and other factors beyond our
control, including those discussed herein. In adidjtthere can be no assurance that future borgsaan equity financing will be available for
the payment or refinancing of any indebtedness wg have. If we are unable to service our indebtsslioe maintain covenant compliance,
whether
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in the ordinary course of business or upon acciéderaf such indebtedness, we may be forced tousuosie or more alternative strategies, ¢
as restructuring or refinancing our indebtedneslfing assets, reducing or delaying capital expenes or seeking additional equity capital.
There can be no assurances that any of thesegitstmuld be effected on satisfactory terms, #lat

The conditional conversion feature of the debentsreould result in you receiving less than the valokthe common stock into which a
debenture is convertible.

The debentures are convertible into sharesin€ommon stock only if specified conditions aretnif these conditions are not met, you will
not be able to convert your debentures, and younnape able to receive the value of the commocksiteto which the debentures would
otherwise be convertible. The contingent conversgatures could also adversely affect the valuethaedrading prices of the debentures.

If you hold debentures, you will not be entitled amy rights with respect to our common stock, bauywill be subject to all changes mai
with respect to our common stock.

If you hold debentures, you will not be estitlto any rights with respect to our common stae&l{ding, without limitation, voting rights
and rights to receive any dividends or other distibns on our common stock), but you will be sabje all changes affecting our common
stock. You will have the rights with respect to gammon stock only if and when we deliver sharesasfimon stock to you upon conversion
of your debentures and, in limited cases, undectimersion rate adjustments applicable to the mtebes. For example, in the event that an
amendment is proposed to our certificate of incrapion or bylaws requiring shareholder approval redrecord date for determining the
shareholders of record entitled to vote on the atmamt occurs prior to the delivery of common stticlkou, you will not be entitled to vote on
the amendment, although you will nevertheless bgestito any changes in the powers, preferencepewial rights of our common stock.

We have various mechanisms in place to discouragesbver attempts, which may reduce or eliminate shareholders’ ability to sell their
shares for a premium in a change of control trangam.

Various provisions of our articles of incorption and bylaws and of Pennsylvania Business Catiom Law may discourage, delay or
prevent a change of control or takeover attempuofcompany by a third party that is opposed bymanagement and board of directors.
Public shareholders who might desire to particiatguch a transaction may not have the opportuaitjo so. These anti-takeover provisions
could substantially impede the ability of publi@stholders to benefit from a change of controll@mge in our management and board of
directors. In addition, these provisions could tithie price that investors might be willing to paythe future for shares of our common stock,
and as a result, the price of our common stockdcdatline. These provisions include:

« the existence of a shareholder rights p

authority to issurblank chec” preferred that could be used by our board of dimsdio further increase the number of outstandireges
and thwart a takeover attem

« supermajority voting requirement for certain merdease, asset sale and equity sale transactiod:

the existence of certain Pennsylvania-takeover statutes. S“Description of Capital Stoc— Pennsylvania An-Takeover Law”

Future sales of our common stock in the public matkor the issuance of securities senior to our coomrstock could adversely affect the
trading price of our common stock and the valuetbe debentures and our ability to raise funds inmestock offerings.

Future sales of substantial amounts of ourrmomstock or equity-related securities in the pubiarket, or the perception that such sales
could occur, could adversely affect prevailing ingdprices of our common stock and the value ofdieleentures and could impair our ability
raise capital through future offerings of equityeguity-related securities. No prediction can belenas to the effect, if any, that future sales of
shares of common stock or
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the availability of shares of common stock for fetsale will have on the trading price of our comnstock or the value of the debentures. The
price of our common stock could be affected by jibssales of our common stock by investors whowtiee debentures as a more attractive

means of equity participation in our company andhégiging or arbitrage trading activity that we estde develop involving our common
stock. The hedging or arbitrage could, in turneetfthe trading price of the debentures.
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USE OF PROCEEDS

We will not receive any of the proceedsif the sale by any selling securityholder of tebehtures or the shares of our common stock
issuable upon conversion of the debentures.

We have used the net proceeds from deroddahe debentures to repay a portion of ourtergsndebtedness.
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SELLING SECURITYHOLDERS

The debentures were originally issuedi®and sold by Wachovia Capital Markets, LLC (thstial purchaser”) in a transaction exempt
from the registration requirements of the Secugifiet to persons reasonably believed by the initimthaser to be qualified institutional buy
as defined by Rule 144A under the Securities Abe Selling securityholders may from time to timé&eofind sell pursuant to this prospectus
any or all of the debentures listed below and shaf@ur common stock issuable upon conversiohade debentures. When we refer to the
selling securityholders in this prospectus, we méase persons listed in the table below, as veetha permitted pledgees, donees, assignees,
transferees, successors and others who later hgldfahe selling securityholders’ interests. Thblé below, which we have prepared based on
information provided to us by the selling securdlders, sets forth the name of each selling sedwitier, the principal amount of debentures,
as of July 15, 2004, that each selling security@ofday offer pursuant to this prospectus and tmeheu of shares of our common stock into
which those debentures are convertible. Unlestsitbelow, none of the selling securityholders,har within the past three years has had,
any material relationship with us or any of ourdeeessors or affiliates.

Principal Amount of
Debentures
Beneficially Owned
Before Offering and
That May Be Sold

Per centage of Number of Shares of
Debentures Common Stock Number of Shar es of
Outstanding Before Beneficially Owned Common Stock That

Name of Selling Securityholder %) Offering Before Offering May be Sold (1)
ACE Tempest Reinsurance Ltd.(2) 405,00( * 5,3044) 56,11«
B.C. McCabe Foundation(! 150,00( * 0 20,78:
BNP Paribas Equity Strategies, SNC(3] 2,936,00! 2.C% 6,79z 406,79:
Clinton Multistrategy Master Fund, Ltd.( 525,00( * 0 72,74(
Clinton Riverside Convertible Portfolio Limited( 1,225,001 & 0 169,72¢
Convertible Securities Fund( 10,00( * 0 1,38t
CooperNeff Convertible Strategies (Cayman) Master

Fund, LP(6) 3,184,00! 2.1% 0 441,15!
Delta Air Lines Master Trust(2)(: 500,00( * 69,27:
DKR SoundShore Strategic Holding Fund Ltd. 1,250,001 W 0 173,19:
General Motors Employees Global Group Pension

2)(3) 1,710,00! 1.1% 22,66¢(4) 236,92
General Motors Foundation, Inc.(2)| 200,00( * 2,531(4) 27,71(
Grace Convertible Arbitrage Fund, Ltd.(3)(: 4,000,00! 2. 7% 0 554,21¢
Intl Truck & Engine Corp. Non Contributory Retirente

Plan Trust(5 570,00( * 0 78,97"
Intl Truck & Engine Corp. Retirement Plan for Sadr

Employefs Trust(5) 870,00( * 0 120,54
JMG Capital Partners LP(1 1,000,001 W 0 138,55
JMG Triton Offshore Fund, Ltd.(1: 1,000,001 * 0 138,55
KBC Convertible Mac28 Fund Ltd.(3)(1 450,00( * 0 62,34¢
KBC Convertible Opportunities Fund(3)(1 2,700,00! 1.8% 0 374,09!
KBC Financial Products USA Inc.(10)(1 1,000,001 W 0 138,55
KBC Multi-Strategy Arbitrage Fund(3)(1 1,650,001 1.1% 0 228,61«
KeySpan Foundation(* 70,00( * 0 9,69¢
Laurel Ridge Capital, LP(1¢ 12,000,00 8.C% 0 1,662,64
LDG Limited(17) 141,00( * 0 19,53¢
Lexington Vantage Fund(1l’ 36,00( * 0 4,987
Lord Abbett Investment Tru— LA Convertible Fund(5 1,250,001 W 0 173,19:
Lyxor/Convertible Arbitrage Fund Limited(l 600,00( * 0 83,13:
McMahan Securities Co. L.P.(10)(1 100,00( * 0 13,85t
Melody IAM Ltd.(3)(17) 200,00( * 0 27,71(
Microsoft Corporation(2)(3 525,00( * 9,88¢(4) 72,74(
Morgan Stanley Convertible Securities Trust(3)( 1,000,001 * 0 138,55
National Fuel & Gas Company Retirement Plai 170,00( * 0 23,55¢
Nations Convertible Securities Fund 1,990,001 1.3% 0 275,72:
OCM Global Convertible Securities Fund(2) 55,00( * 723(4) 7,62(
OCM High Income Convertible Fund Il Limite

Partnership(2)(3 1,490,001 * 12,78((4) 206,44
OCM High Income Convertible Limited

Partnership(2)(3 875,00( * 13,141(4) 121,23:
Oxford, Lord Abbett & Co.(5 1,650,001 1.1% 0 228,61
Pioneer High Yield Fund(2( 38,900,00 25.9% 0 5,389,75!
Pioneer High Yield VCT Portfolio(2C 400,00( * 0 55,42
Pioneer U.S. High Yield Corp. Bond Sub Fund( 4,200,001 2.8% 0 581,92¢
RenaissanceRe Holdings Ltd.(2) 995,00( * 16,87¢4) 137,86:
Richard King Mellon Foundation(2)(: 435,00( * 5,787(4) 60,27(



San Diego County Employee’s Retirement Associafipn(

(3) 300,00( * 3,97¢4) 41,56¢
Satellite Convertible Arbitrage Master Fund, LLCY: 15,000,00 10.(% 0 2,078,311
Silverback Master, Ltd.(2Z 2,000,00! 1.3% 0 277,10¢
Singlehedge US Convertible Arbitrage Func 672,00( * 0 93,10¢
Sphinx Fund(17 96,00( * 0 13,30:
Sturgeon Limited(6 608,00( * 0 84,24(
Sunrise Partners Limited Partnership(3)( 2,000,00! 1.3% 0 277,10¢
The Lon¢-Term Investment Trust(2)(: 760,00( * 9,88¢(4) 105,30:
Total Fina EIf Finance USA, Inc.(! 270,00( * 0 37,40¢
TQA Master Fund, Ltd.(17 1,392,00! = 0 192,86°
TQA Master Plus Fund, Ltd.(1' 2,133,00! 1.4% 0 295,53!
Tripar Partnership(2)(< 405,00( * 5,3044) 56,11«
XavexConvertible Arbitrage 7 Fund(1 405,00( * 0 56,11«
Zurich Institutional Benchmarks Master Fund Ltd) 297,00( * 0 41,15(
All other holders of the debentures or future tfarees,

pledges, donees, assignees or successors of any suc

holders 31,245,00 20.8% 4,329,11!

TOTAL 150,000,00 100.(%
I |

@)

2

@)

(4)

(5)
(6)

()

(8)

9)

(10)

(11)

(12)

Less than 1.0%

Assumes conversion of all of the holder’s debeggtat the initial conversion rate of 138.5540 shaf common stock per $1,000
principal amount of the debentures. However, thevecsion rate is subject to adjustment as describedr “Description of
Debentures—Conversion Rate Adjustments.” As a tethid number of shares of our common stock isguapbn conversion of the
debentures may increase or decrease in the ffanprovided in the indenture, we will not issuectianal shares of our common stock
upon conversion of the debentur

Oaktree Capital Management LLC (“Oaktree”) is ittheestment manager of this selling securityholdsed below with respect to the
aggregate principal amount of registrable secugrii forth next to such selling securityholdegsne in the table above. Oaktree does
not own any equity interest in this selling segunitider but has voting and dispositive power oherdaggregate principal amount of
registrable securities set forth next to suchmsgliecurityholder’'s name in the table above. Andvéatts is a managing director of
Oaktree and is the portfolio manager for this sglecurityholder. Mr. Watts, Oaktree and all empls and members of Oaktree
disclaim beneficial ownership of the registrablewsties held by this selling securityholder, excfep their pecuniary interest there

This selling securityholder has identified itsedfan affiliate of a brok-dealer. Please s“Plan of Distributio” for disclosure regardin
this selling securityholde

Represents common stock into which the SafegBaiehtifics, Inc. 5% Convertible Subordinated Dahess due 2006 are convertible
and assumes a conversion rate of 24.1135 shaoesrwfion stock per $1,000 principal amount of sudredaures

Maren Lindstrom has voting and investment contk@rahe securities held by this selling securitgleol

CooperNeff Advisors Inc CooperNef’) has voting and investment control over the se&gitield by this selling securityhold
Christian Menestrier is the Chief Executive OfficéiCooperNeff

Mike Vacca as Senior Portfolio Manager for Clin@roup, Inc. and as Investment Manager for thisregBecurityholder has voting a
investment control over the securities held by #eiting securityholde

Yanfang (Emma) Yan, Director and Senior Equitytfdtio Manager, has voting and investment contnagr the securities held by this
selling securityholde!

DKR Capital Partners L.P. (“DKR LP”") is a registd investment advisor with the SEC and as sudhgisnvestment manager to DKR
SoundShore Strategic Holding Fund Ltd. (the “FUnBRR LP has retained certain portfolio managersctoaa the portfolio manager
the Fund managed by DKR LP. As such, DKR LP anthoeportfolio managers have shared dispositivevartithg power over the
securities. For shares included in this questiaerfar this selling securityholder, Michael Cavuudis trading authority over the Fui

This selling securityholder has identified itsedfaregistered brok-dealer and, accordingly, may be deemed an underwktease se
“Plan of Distributio” for disclosure regarding this selling securityholc

Bradford Whitmore and Michael Brailov have votingdanvestment control over the securities heldHiy $elling securityholde
JMG Capital Partners, L.F*IJMG Partner”) is a California limited partnership. Its generaitpar is IMG Capital Management, LI

(the “Manager”), a Delaware limited liability compaand an investment adviser registered with th€.Sthe Manager has voting and
dispositive power over the JMG Partners’ investraginicluding the securities registered hereundee. dquity interests of the Manager



(13)

(14)
(15)

(16)

(17)

(18)

(19)

(20)

(21)

(22)

(23)

are owned by JMG Capital Management, Inc., (“*JM®i@é#’) a Delaware corporation, and Asset Alliattelding Corp., a Delaware
corporation. Jonathan M. Glaser is the Executiviic®f and Director of IMG Capital and has sole staeent discretion over IMG
Partner’ portfolio holdings.

JMG Triton Offshore Fund, Ltd. (the “Fund”) is arternational business company under the lawb@8British Virgin Islands. The
Fund’s investment manager is Pacific Assets Manageiln C, a Delaware limited liability company (tfanager”). The Manager is
an investment adviser registered with the SEC asdvbting and dispositive power over the Fund'&sgtments, including the securities
registered hereunder. The equity interests of thedder are owned by Pacific Capital Management, #nbelaware company
(“Pacific”) and Assets Alliance Holding Corp., a Delaware Comypahe equity interests of Pacific are owned bysMe. Roger Richte
Jonathan M. Glaser and Daniel A. David and Mes3laser and Richter have sole investment discretien the Fund’s portfolio
holdings.

Andy Preston, C.I.O., exercises voting and investraentrol on behalf of this selling securityholc
Mr. Luke Edwards, Managing Director, exercisesmgt@nd investment control on behalf of this selkegurityholder

Van Nguyen, John llluzzi, Andrew Mitchell, NathalhiNewlin, Timothy Walton and Venkatesh Reddy haeéing and investmer
control over the securities held by this sellinguséyholder.

TQA Investors LLC has sole investment power andesth&oting power over the securities held by teitirgy securityholder. Th
principals of TQA Investors LLC are: Robert Buttmdohn Idone, George Esser, Paul Bucci and Banttelo Tesoriero

D. Bruce McMahan, the general partner of the sglliacurityholder, has voting and investment cordvelr the securities held by tt
selling securityholdel

Morgan Stanley Investment Advisors Inc. (“MSIAg Delaware corporation, has voting and investraentrol over the securities held
by this selling securityholder. MSIA is a whc-owned subsidiary of Morgan Stanley, a Delaware @a@iion.

Pioneer Investment Management, Inc. (“PIM”), sieeurityholder’s investment advisor, has or shaotifg and dispositive power with
respect to the registrable securities. PIM is agbely held company the shareholder of which is\BPé&r Investment Management USA
Inc. (“PIMUSA"). The sole shareholder of PIMUSAasprivate Italian company called Pioneer GlobaleAddanagement S.p.A.
(PGAM). The parent company of PGAM is UniCreditaliino S.p.A., a publicly traded Italian bal

Satellite Asset Management, L.I"Satellite’) has voting and investment control over the se@asritield by this selling securityhold
The general partner of Satellite is Satellite Mamagnt, LLC. The principals of Satellite Manageméht are Lief Rosenblatt, Mark
Sonnino, Gabriel Nechamkin, Christopher Tuzza, BKaiftcher, Stephen Shapiro and David Fc

Elliot Bossen has voting and investment controlrdlie securities held by this selling securityhol

S. Donald Sussman has voting and investment comirlthe securities held by this selling secuntgeer.
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PLAN OF DISTRIBUTION

We are registering the debentures ancesta our common stock covered by this prospectygpermit holders to conduct public
secondary trading of these securities from timinte after the date of this prospectus. We will reateive any of the proceeds from the offe
of debentures or the shares of our common stodkégelling securityholders.

We have been advised by the selling stgybatders that the selling securityholders may aklor a portion of the debentures and the
underlying shares of our common stock beneficia¥iyned by them and offered by this prospectus friome to time:

« directly; or

« through underwriters, brok-dealers or agents, who may receive compensatitireiform of discounts, commissions or concess
from the selling securityholders or from the pussra of the debentures and shares of our commok f&towhom they may act as
agent.

The debentures and the shares of our @onstock may be sold from time to time in one orenvansactions at:
« fixed prices;
« prevailing market prices at the time of s¢

« varying prices determined at the time of sale

negotiated prices
The sales described in the precedinggraph may be effected in transactions:

* on any national securities exchange or quotat@nwice on which the debentures or underlying comstock may be listed or quoted
at the time of sale, including the New York StocicBange in the case of the shares of our commai;s

* in the ove-the-counter markef

« otherwise than on such exchanges or servicestbeinve-the-counter market; ¢
« through the writing of option:

These transactions may include blocksaations.

In connection with sales of the debergwed the underlying common stock or otherwises#iéng securityholders may enter into
hedging transactions with broker-dealers. Theskdrrdealers may in turn engage in short saleseofltbentures and the underlying common
stock in the course of hedging their positions.

The selling securityholders may also #&ldebentures and the underlying common stock ahd deliver debentures and the underl
common stock to close out short positions, or loapledge debentures and the underlying commork stolroker-dealers that in turn may sell
the debentures and the underlying common stock.
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Each of the following selling securityholdéssan affiliate of a registered broker-dealer had represented to us that it purchased the
debentures and/or the common stock issuable uporecsion of the debentures in the ordinary coufdmuisiness and at the time of such
purchase, the selling securityholder had no agraevwe understandings, directly or indirectly, wathy person to distribute such debentures
and/or common stock issuable upon conversion oflétentures: ACE Tempest Reinsurance Ltd., BNFb&suquity Strategies, SNC, Delta
Air Lines Master Trust, General Motors Employeestal Group Pension Trust, General Motors Foundatiom, Grace Convertible Arbitrage
Fund, Ltd., KBC Convertible Mac28 Fund, Ltd., KB@r¥ertible Opportunities Fund, KBC Multi-Strategybitrage Fund, Melody 1AM Ltd.,
Microsoft Corporation, Morgan Stanley Convertibkec8rities Trust, OCM Global Convertible Securitieagd, OCM High Income Convertible
Fund Il Limited Partnership, OCM High Income Cortitlde Limited Partnership, RenaissanceRe Holdings, IRichard King Mellon
Foundation, San Diego County Employee's RetiremrAsgbciation, Sunrise Partners Limited Partnershiifg LongTerm Investment Trust, a
Tripar Partnership.

To our knowledge, there are currenthypfems, arrangements or understandings betweenedimgssecurityholders and any underwriter,
broker-dealer or agent regarding the sale of thedieires and the underlying common stock by tHsgedecurityholders. Selling
securityholders may determine not to sell any llpoéthe debentures and the underlying commonkstdfered by them pursuant to this
prospectus. In addition, we cannot assure youaisatling securityholder will not transfer the detuees or the underlying common stock by
other means not described in this prospectus.isrréigard, any securities covered by this prospsettiat qualify for sale pursuant to Rule 14
Rule 144A of the Securities Act may be sold undeleR 44 or Rule 144A rather than pursuant to thispectus.

To the extent required, upon being netifoy a selling securityholder that any arrangerhastbeen entered into with any agent,
underwriter or brokedealer for the sale of debentures or underlyingmmomstock through a block trade, special offereyg;hange distributic
or secondary distribution or a purchase by any ageerwriter or brokedealer, the name of the selling securityholder @frttie participating
agent, underwriter or broker-dealer, specific déles or underlying common stock to be sold, tispeetive purchase prices and public
offering prices, any applicable commissions or alisits, and other facts material to the transadtitirbe set forth in a supplement to this
prospectus or a post-effective amendment to thistragon statement of which this prospectus isd,@s appropriate.

The outstanding shares of our commorkstoe listed for trading on the New York Stock Eanbe under the symbol, “SFE.” We do not
intend to list the debentures for trading on thevN@rk Stock Exchange or any other national se@#iéxchange and can give no assurance
that any trading market for the debentures willelep.

In order to comply with the securities/taof some states, if applicable, the debenturdsuaderlying common stock may be sold in tf
jurisdictions only through registered or licensediers or dealer:

The selling securityholders and any brakealers, agents or underwriters that participatie the selling securityholders in the
distribution of the debentures or the underlyinghamon stock may be deemed to be “underwriters” withe meaning of the Securities Act. In
this case, any commissions received by these bdalers, agents or underwriters and any proftherresale of the debentures or the
underlying common stock purchased by them may bendd to be underwriting commissions or discounteuthe Securities Act. In additic
any profits realized by the selling securityholde@y be deemed to be underwriting commissionss#lbng securityholder is deemed to be an
underwriter, the selling securityholder may be sabjo certain statutory liabilities including, ndt limited to, Sections 11, 12 and 17 of the
Securities Act and Rule 10b-5 under the Exchange 2dlling securityholders who are deemed undegvgritvithin the meaning of the
Securities Act will be subject to the prospectulsvéey requirements of the Securities Act.

KBC Financial Products USA Inc. may be deemedinderwriter with respect to the $1,000,000qgipial amount of debentures, and
138,554 shares of common stock into which thesermtebes are convertible, that it is selling pursdarthis prospectus.

McMahan Securities Co. L.P. may be deemednaerwriter with respect to the $100,000 princigalount of debentures, and 13,855 sh
of common stock into which these debentures argantible, that it is selling pursuant to this presfus.

The selling securityholders and any offemson participating in such distribution will ®ebject to the Exchange Act. The Exchange Act
rules include, without limitation, Regulation M, igh may limit the timing of purchases and salearf of the debentures and the underlying
common stock by the selling securityholders andsarch other person. In addition, Regulation M nestrict the ability of any person enga
in the distribution of the debentures and the ulyder common stock to engage in market-making @i with respect to the particular
debentures and underlying common stock being Higed for a period of up to five business daysrgadhe commencement of the
distribution. This may affect the marketabilitytbe debentures and the underlying common stocktenebility of any person or entity to
engage in market-making activities with respedhtdebentures and the underlying common stock.

We entered into a registration rightseagnent with the initial purchaser for the beneffithe holders of the debentures to register their
debentures and underlying common stock under agipédederal and state securities laws under sp@tiEumstances and at specific times.
The registration rights agreement provides thas#ikng securityholders and we will indemnify eaither and our respective directors, offic
and controlling persons against specific liabifitie connection with the offer and sale of the aébees and the underlying common stock,
including liabilities under the Securities Act,will be entitled to contribution in connection withose liabilities. We have agreed to pay
substantially all expenses in connection with ggistration and sale of the
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debentures and underlying common stock, other tinaerwriting discounts, selling commissions anddfar taxes.

We have agreed under the registratidmsiggreement to use our reasonable best effokeseip the registration statement of which this
prospectus is a part effective until such timeh&se are no “registrable securities” outstanding.

Under the registration rights agreemanmggistrable security will not be deemed to bestamiding at such time as it is no longer a
“restricted security’as defined in the registration rights agreementoAgnother events, a debenture or underlying comstmek will no longe
be restricted securities for purposes of the regish rights agreement when they are sold pursteethis prospectus.

We may suspend the selling securityhasldese of this prospectus and offers and saleseoflebentures and underlying common stock
pursuant to this prospectus for a period not teegct5 days in any three-month period, and notdeexrl an aggregate of 90 days in any 12-
month period for reasons related to pending cotpatavelopments, pending filings with the SEC atietioevents. If we do not maintain the
effectiveness of the registration statement of Whings prospectus is a part in accordance witlreéhestration rights agreement, subject to the
permitted suspension periods and other exceptmasnay be required to pay additional cash inteaediquidated damages as specified in the
registration rights agreement. The registratiohtdgagreement and liquidated damages provisionsiatibe applicable to debentures or
underlying common stock that an investor purchasesuant to this prospectus.
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DESCRIPTION OF THE DEBENTURES

The debentures were issued under an indedategl as of February 18, 2004, between Safeguaedtics, Inc., as issuer, and Wachovia
Bank, National Association, as trustee. The delrestand the shares of common stock issuable uporersion of the debentures are covered
by a registration rights agreement. You may reqaestpy of the indenture and the registration ggtgreement from the trustee.

The following description is a summary of thaterial provisions of the debentures, the indentund the registration rights agreement, each
of which was filed as exhibit to our Annual RepontForm 10-K for the year ended December 31, 20@Res not purport to be complete.
This summary is subject to and is qualified by refiee to all the provisions of the indenture aredftrm of debenture, including the definitic
of certain terms used in the indenture, and tpr@Visions of the registration rights agreementevélier particular provisions or defined terms
of the indenture or form of debenture are refetoedhese provisions or defined terms are incotgaran this prospectus by reference. We urge
you to read the indenture because it, and notiéssription, defines your rights as a holder ofdabentures

As used in this “Description of Debenturesttgan, references to “Safeguard,” “we,” “our” ors'urefer solely to Safeguard Scientifics, Inc.
and not to our subsidiaries, unless the contextires| otherwise.

General

The debentures are our senior, unsecuredatiaigs and rank equally in right of payment withadlour existing and future senior, unsect
indebtedness. The debentures are junior to anyro$@cured obligations to the extent of the colidtpledged and are also effectively
subordinated to all liabilities of our subsidiariexluding their trade payables. The debenturesanvertible into our common stock as
described under “— Conversion of Debentures.”

The debentures are limited to $150,000,000exgde principal amount. The debentures were issolydn denominations of $1,000 and
multiples of $1,000. We use the term “debenturethis prospectus to refer to each $1,000 prin@pabunt of debentures. The debentures will
mature on March 15, 2024 unless earlier converggtbemed or repurchased.

The debentures are obligations of Safeguand.sObsidiaries have no obligation to pay any antedne on the debentures or to make any
funds available to us for payment of the debentupes) maturity or upon a redemption or purchasé®debentures as described below.

Except as described under “— Use of Procequmlbales of Interests in Our Non-Strategic Comgmhineither we nor any of our
subsidiaries are subject to any financial covenantker the indenture. In addition, neither we mor ef our subsidiaries are restricted under the
indenture from paying dividends, incurring debissuing or repurchasing our securities.

You are not afforded protection under the imtdee in the event of a highly leveraged transactioa change in control of Safeguard except
to the extent described below under “— Repurcha&péon of the Holder” and “— Repurchase at Optifrthe Holder Upon a Designated
Event.”

The debentures bear interest at a rate 0b2G2er annum. Interest is calculated on the bdsis360-day year consisting of twelve 30-day
months and accrues from February 18, 2004, or flmmost recent date to which interest has beehqraduly provided for. We pay interest
twice a year (on March 15 and September 15) beginon September 15, 2004 to holders of record emptaceding March 1 and Septembe

An office is maintained in the Borough of Mauttan, New York City, where we will pay the prinai@and premium, if any, on the
debentures and you may present the debenturesrigersion, registration of transfer or exchangeotbier denominations, which is an office
agency of the trustee. We may pay interest by chealed to your address as it appears in the dabentgisterprovidedthat if you are a
holder with an aggregate principal amount in exedé€2.0 million, you shall be paid, at your writtelection, by wire transfer in immediately
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available funds.

However, payments to The Depository Trust Canyp New York, New York, which we refer to as DM@|l be made by wire transfer of
immediately available funds to the account of DTT@t®nominee.

Conversion of Debentures

Subiject to the conditions and during the miidescribed below, holders may convert any of th&bentures, in whole or in part, into she
of our common stock, prior to the close of busin@sshe business day immediately preceding thé firzdurity date of the debentures, initially
at a conversion rate of 138.5540 shares of comrumk per $1,000 principal amount of debenturesjemitbo adjustment as described below,
which is based upon an initial conversion pricepproximately $7.2174 per share. If a holder caisvéebentures on any date when we are
required to pay additional interest as liquidatachdges as described in the registration rightseageat, the conversion rate shall be multiplied
by 103%. A holder may convert debentures in patbsg as such part is $1,000 principal amount mudtiple of $1,000.

To convert debentures into common stock, déranust do the following:

« complete and manually sign the conversion notictherback of the debenture or facsimile of the epsion notice and deliver su
notice to the conversion age

surrender the debenture to the conversion a

if required, furnish appropriate endorsements sawlsfer document:

if required, pay all transfer or similar taxes; ¢

if required, pay funds equal to interest payabléhennext interest payment da

The date a holder complies with these requergmis the conversion date under the indenture dBfbentures will be deemed to have been
converted immediately prior to the close of busénas the conversion date. We will deliver, or cataske delivered, to you a certificate for the
number of shares of common stock into which theed&lres are converted (and cash in lieu of anyifnaal shares) as soon as practicable on
or after the conversion date. If a holder’s interes beneficial interest in a global debentunegrider to convert, such holder must comply with
the last three requirements listed above and comiplythe depositary’s procedures for convertingeaeficial interest in a global debenture. A
certificate, or a book-entry transfer through DT&@,the number of full shares of our common stottk which any debentures are converted,
together with a cash payment for any fractionatehawill be delivered through the conversion agensoon as practicable, but no later than
the fifth business day, following the conversioteda

If we call debentures for redemption, a holakery convert its debentures only until the closbudiness on the business day prior to the
redemption date, unless we fail to pay the redesnptrice. If a holder has submitted debenturesdpurchase at the option of the holder or
repurchase at the option of the holder upon a dagggl event, such holder may convert debenturgsifobfirst withdraws the repurchase
election in accordance with the terms of the indent

We will not issue fractional common sharesruponversion of debentures. Instead, we will pahda lieu of fractional shares based on the
closing sale price of the common stock on the trgdiay prior to the conversion date. Our deliverthie holder of the full number of shares of
our common stock into which a debenture is conblertitogether with any cash payment for such h&ddeactional shares, will be deemed to
satisfy our obligation to pay the principal amoahthe debenture and accrued but unpaid interedtadditional interest paid as liquidated
damages, if any, attributable to the period frommntost recent interest payment date to the cororedste. As a result, accrued but unpaid
interest, and additional interest paid as liquidatamages, if any, to the conversion date is degmbd paid in full rather than cancelled,
extinguished or forfeited. For a discussion of ytax treatment upon receipt of our common stockhugmversion, see “Material U.S. Federal
Income Tax Considerations.”

27




Table of Contents

Notwithstanding the preceding paragraph, fetgures are converted after a record date but farithe next interest payment date, holders
of such debentures at the close of business oretioed date will receive the interest payable arhgiebentures on the corresponding interest
payment date notwithstanding the conversion. Setiedtures, upon surrender to Safeguard for comrersiust be accompanied by funds
equal to the amount of interest payable on the melbes so convertegrovidedthat no such interest payment need be made to &afk @) if
we have specified a redemption date that is aftecard date but on or prior to the next interestmpent date, (ii) if we have specified a
repurchase date following a designated event shaftér a record date but on or prior to the neterest payment date, or (iii) to the extent of
any overdue interest, if any overdue interest exsthe time of conversion with respect to sudbedéure.

If a holder has delivered a notice informirggadi its exercise of its repurchase rights, asritesd below under “— Repurchase at Option of
the Holder” or “— Repurchase at Option of the Holdgon a Designated Event” with respect to a dalrenthe holder may not surrender that
debenture for conversion until the holder has witldh the notice in accordance with the indenture.

Holders may surrender their debentures fowersion into shares of our common stock prior &best maturity in only the following
circumstances:

Conversion Upon Satisfaction of Market Price Coiodit

A holder may surrender any of its debentuoesdnversion into our common stock during anydisuarter (but only during such fiscal
quarter) commencing after June 30, 2004 if theitpsale price of our common stock exceeds 120%ethen-effective conversion price for
at least 20 trading days in the 30 consecutivértgadays ending on the last trading day of the guew fiscal quarter.

The “closing sale price” of our common stockamy date means the closing per share sale mrig¢Er(o closing sale price is reported, the
average of the closing bid and closing ask price# more than one in either case, the averaghefverage closing bid and the average
closing ask prices) on such date as reported irposite transactions for the principal U.S. seasixchange on which our common stock is
traded or, if our common stock is not listed onrdtéd States national or regional securities exgbaas reported by the National Association
of Securities Dealers Automated Quotation Systenif aeither, by the National Quotation Bureau Irparated. In the absence of such a
guotation, we will determine the closing sale picethe basis we consider appropriate. The “comversrice” as of any day will equal $1,000
divided by the conversion rate.

Conversion Upon Satisfaction of Trading Price Cdioai

A holder may surrender any of its debentuoesdnversion into our common stock prior to mayudiuring the five business days
immediately following any five consecutive tradidgy period (the “measurement period”) in which itagling price per $1,000 principal
amount of debentures (as determined following agstiby a holder of the debentures in accordantetiré procedures described below) for
each day of such measurement period was less 8%rofthe product of the closing sale price of caimmon stock and the conversion rate
then in effect (the “98% Trading Exceptionfovided, howeveryou may not convert your debentures in reliantéhis provision if on any
trading day during such measurement period thengasale price of our common stock was between 18086120% of the then current
conversion price of the debentures.

The “trading price” of the debentures on anyedf determination means the average of the secpmarket bid quotations per $1,000
principal amount of debentures obtained by thei¢rufor $5,000,000 principal amount of the debergat approximately 3:30 p.m., New York
City time, on such determination date from thregejpendent nationally recognized securities deaterselectprovidedthat if three such bids
cannot reasonably be obtained by the trusteewsmustich bids are obtained, then the average diwbédids shall be used, and if only one such
bid can reasonably be obtained by the trusteeptiesbid shall be used. If the trustee cannot ressy obtain at least one bid for $5,000,000
principal amount of the debentures from a natignatognized securities dealer then the tradinceguier $1,000 principal amount of the
debentures will be deemed to be less than 98%eqgbtbduct of the closing sale price of our commioglsand the conversion rate.
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The trustee shall have no obligation to deteenthe trading price of the debentures unlessave mequested such determination; and we
shall have no obligation to make such request snfes provide us with reasonable evidence thatrtftgng price per $1,000 principal amount
of the debentures would be less than 98% of théymtoof the closing sale price of our common staic# the conversion rate; at which time,
we shall instruct the trustee to determine theitigagrice of the debentures beginning on the nexting day and on each successive trading
until the trading price is greater than or equed®86 of the product of the closing sale price af cmmon stock and the conversion rate.

Conversion Upon Notice of Redemption

If we call debentures for redemption, hold®esy convert the debentures until the close of lassion the business day immediately
preceding the redemption date, after which timeryimgint to convert will expire unless we defaulttire payment of the redemption price.

Conversion Upon a Termination of Trading

If our common stock (or other common stock iwhich the debentures are then convertible) caades listed for trading on a U.S. national
securities exchange and is not approved for tradinthe Nasdaq National Market, holders may corthertlebentures at any time thereafter.

Conversion Upon Specified Corporate Transactions

If we elect to:

« distribute to all holders of our common stock riggtwarrants or options to purchase our common dtorck period expiring within 4
days of the record date for such distribution ptiee less than the average of the closing satepf our common stock for the 10
trading days immediately preceding the declaradiate for such distribution;

« distribute to all holders of our common stoclseds, debt securities or rights to purchase owrgiss, which distribution has a per share
value exceeding 5% of the closing sale price ofamummon stock on the day preceding the declarakite for such distributior

we must notify the holders of debentures at le@si&/s prior to the ex-dividend date for such dhstion. Once we have given such notice,
holders may surrender their debentures for conmersi any time until the earlier of the close o$iness on the business day prior to the ex-
dividend date or any announcement by us that sisthitdition will not take place, even if the delhneis are not otherwise convertible at such
time. No holder may exercise this right to convkttie holder otherwise will participate in the wibution without conversion. The ex-dividend

date is the first date upon which a sale of theroomstock does not automatically transfer the righteceive the relevant distribution from the
seller of the common stock to its buyer.

In addition, if we are a party to a consolioiat merger, binding share exchange or sale afradubstantially all of our assets, in each case
pursuant to which our common stock would be comeeimto cash, securities or other property, a hratd®y surrender debentures for
conversion at any time from and after the dateitha® days prior to the anticipated effective d#tthe transaction until and including the date

that is 15 days after the actual date of such &etien (or, if such merger, consolidation or sheehange also constitutes a designated event,
until the corresponding designated event purchats.d

Conversion Rate Adjustments
The conversion rate will be subject to adjwestipwithout duplication, upon the occurrence of ahthe following events:
(1) the payment or issuance of common stockdisidend or distribution on our common stock;
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(2) the issuance to all holders of common stock oftsigivarrants or options to purchase our commorkdtirca period expiring within 4
days of the record date for such distribution ptiee less than the average of the closing sategffior the 10 trading days preceding the
declaration date for such distributic

(3) subdivisions, splits or combinations of our comnstock;

(4) distributions by us to all holders of our comnstack of shares of our capital stock, evidencdaaddbtedness, property or assets,
including rights, warrants, options and other sii@srbut excluding dividends or distributions cme by clauses (1) or (2) above or any
dividend or distribution paid exclusively in ca:

In the event that we distribute capital sto€kor similar equity interests in, a subsidiaryotier business unit of ours, then the
conversion rate will be adjusted based on the madee of the securities so distributed relativéhte market value of our common stock,
in each case based on the average closing sates pfithose securities (where such closing pacesvailable) for the 10 trading days
commencing on and including the fifth trading dégthe date on which “ex-dividend trading” comrmea for such distribution on the
New York Stock Exchange or such other principalare! or regional exchange or market on which #rusties are then listed or quoted;

(5) the payment of cash as a dividend or distributiprour common stock, excluding any dividend otrdigtion in connection with our
liquidation, dissolution or winding uj

(6) we or any of our subsidiaries make a payment¢$pect of a tender offer or exchange offer foraummon stock to the extent that the
cash and value of any other consideration include¢lde payment per share of our common stock exctesiclosing sale price per share
of our common stock on the trading day next sudcegtthe last date on which tenders or exchangeshmayade pursuant to such tender
or exchange offer; ¢

(7) theissuance by one of our companies of rightdysto all holders of our common stock to purchtte=common stock of that company
that is undertaking “Rights IPC"; and

(8) the offer by one of our companies to holderswfammon stock of an opportunity to purchase tiraraon stock of that company that is
undertaking ¢ directed share subscription prog’” as part of its initial public offering of commorosk.

In the event a company shall issue rights@'Rights”) in a Rights IPO, the conversion ratd W increased so that the same will be equal
to the rate determined by multiplying the convemgiate in effect immediately prior to the IPO Rigltdjustment Date, as defined below, by a
fraction:

(a) the numerator of which will be the sum of (i) #eerage of the closing sale prices of our comntocksfor the last ten trading days that
the IPO Rights were publicly tradgaus (i) the quotient of (A) the average closing prafehe IPO Rights on the last 10 trading days
the IPO Rights were publicly tradediyided by(B) the number of shares of our common stock thatequired, under the terms of the
IPO Rights, to allow a holder of our common stazkeceive one IPO Right; al

(b) the denominator of which will be the average ofthasing sale prices of our common stock for tte¢ tan trading days that the IF
Rights were publicly trades

such adjustment to become effective immediatelyrdfte close of business on the date the RightsclB§ad (the “IPO Rights Adjustment
Date”). These adjustments will be made successivebn each Rights IPO, if any.

In the event a company shall undertake, asgbdine initial public offering of its common stopursuant to a registration statement filed
under the Securities Act, a directed share suligmmiprogram, the conversion rate will be adjustedhat the same will equal the rate
determined by multiplying the conversion rate ifeef immediately prior to the Subscription Rightdjéstment Date, as defined below, by a
fraction:
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(a) the numerator of which will be the sum of (i) theseage of the closing sale prices of our commoaokstor the first four trading days ¢
which the common stock of the company that is utadtérg the directed share subscription program pudddicly traded plus (ii) (A) the
difference (if any, and in each case only wherés( higher number than (1)) between (I) the agerclosing sale prices of the common
stock of that company on the first four trading sitg common stock is publicly traded, and (I1) thiéial public offering price of its
common stockdivided by(B) the number of shares of our common stock reguio subscribe for one share of common stockaif th
company, an

(b) the denominator of which will be the averagehef tlosing sale price of our common stock for trst four trading days on which the
common stock of the company that is undertakingdihected share subscription program was publielgied,

such adjustment to become effective immediatelgrafte close of business on the last trading ddlgeofour trading day period described
above (the “Subscription Rights Adjustment Dat&hese adjustments will be made successively upom 20 that includes a directed share
subscription program, if any, and will be effectme the fifth business day following the closingsath an IPO. If such directed share
subscription rights are not issued, the conversadm will again be adjusted to be the conversita ttaat would then be in effect if the issuance
of such subscription rights had not been declared.

To the extent that our shareholder rights exgent dated March 1, 2000, as amended, or anefuyhits plan adopted by us is in effect u
conversion of the debentures into common stock,wilireceive, in addition to the common stock, tights under the rights plan unless the
rights have separated from the common stock dineeof conversion, in which case the conversida véll be adjusted as if we distributed to
all holders of our common stock, shares of ourtehptock, evidences of indebtedness, propertyseta as described in clause (4) above,
subject to readjustment in the event of the exjpinatermination or redemption of such rights.

In the event of:

« any reclassification of our common sto

« a consolidation, merger or binding share exchangelving us; ot

» asale or conveyance to another person or entiyl of substantially all of our property and ass

in which holders of our common stock would btk to receive stock, other securities, otheipprty, assets or cash for their common
stock, upon conversion of your debentures youlvélentitled to receive the same type of considaratiat you would have been entitled to
receive if you had converted the debentures intacommon stock immediately prior to any of thesergs.

You may in some circumstances be deemed te heoeived a distribution or dividend subject t& Uederal income tax as a result of an
adjustment or the non-occurrence of an adjustneetiitet conversion rate. See “Material U.S. Federedine Tax Considerations.”

We may, from time to time, increase the cosiggr rate if our board of directors has made ardetetion that this increase would be in our
best interests. Any such determination by our beadlide conclusive. In addition, we may increalse tonversion rate if our board of directors
deems it advisable to avoid or diminish any incdeseto holders of common stock resulting from atock or rights distribution. SeéMaterial
U.S. Federal Income Tax Considerations.”

Except as described above in this sectionyillenot adjust the conversion rate for any issteantour common stock or convertible or
exchangeable securities or rights to purchase @uanmn stock or convertible or exchangeable seesriti
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Optional Redemption by Safeguard

Prior to March 20, 2009, the debentures atdbagedeemable. On or after March 20, 2009 buat poi March 20, 2011, we will have the
option to redeem some or all of the debenturespblytif the closing sale price of our common stéak20 trading days within a period of 30
consecutive trading days ending on the tradinglsidgre we give the redemption notice exceeds 1408tecconversion price in effect on each
such day, subject to adjustment in a number otioistances as described under “— Conversion of DelEsn— Conversion Rate
Adjustments.” On or after March 20, 2011, we majeesm the debentures at any time or from time te tmwhole or in part without regard to
the closing sale price of our common stock. Upoprademption, we will pay a redemption price eqoa00% of the principal amount of
debentures being redeemed, plus accrued and uinpatiest, and additional interest paid as liquidatamages, if any, up to, but excluding, the
redemption date, unless the redemption date ffils @ record date and on or prior to the corredpaninterest payment date. In that case, we
will pay the full amount of accrued and unpaid iete#, and additional interest paid as liquidatemhaiges, if any, due on such interest payment
date to the holder of record at the close of bissiren the corresponding record date. We are refjtdgrgive notice of redemption by mail to
holders not more than 60 but not less than 30 geagsto the redemption date.

If less than all of the outstanding debentamresto be redeemed, the trustee will select themteres to be redeemed in principal amounts of
$1,000 or multiples of $1,000 by lot, pro rata gradmother method the trustee considers fair andoppiate. If a portion of your debentures is
selected for partial redemption and you convermréign of your debentures, the converted portiolh lvd deemed, to the extent practicable, to
be of the portion selected for redemption.

We may not redeem the debentures if we haledfto pay any interest on the debentures and failciie to pay is continuing. We will
notify the holders if we redeem the debentures.

No sinking fund is provided for the debentures
Repurchase at Option of the Holder

You have the right to require us to repurchase debentures on March 21, 2011, March 20, 20March 20, 2019 for cash. We are
required to repurchase any outstanding debentungtich you deliver a written repurchase noticéh® paying agent. The paying agent is the
trustee. This notice must be delivered during téogl beginning at any time from the opening ofibess on the date that is 20 business days
prior to the repurchase date until the close ofrfass on the repurchase date. A holder may withiisarepurchase notice at any time prior to
close of business on the repurchase date. If agkase notice is given and withdrawn during thatoge we will not be obligated to repurchase
the debentures listed in the notice. Our repurcbatigation is subject to certain additional corafit.

The repurchase price payable for a debensuegual to the principal amount to be repurchasesigccrued and unpaid interest, and
additional interest paid as liquidated damagesnyf, to, but excluding, the repurchase date.

We must give notice of an upcoming repurclaede to all debenture holders not less than 2(hbasidays prior to the repurchase date at
their addresses shown in the register of the megistVe will also give notice to beneficial ownassrequired by applicable law. This notice
state, among other things, the repurchase pricérenprocedures that holders must follow to requé¢o repurchase their debentures.

The repurchase notice from the holder mus¢sta

« if certificated debentures have been issueddéenture certificate numbers (or, if your debergware not certificated, your repurchase
notice must comply with appropriate DTC procedur

« the portion of the principal amount of debentuebé repurchased, which must be in $1,000 multigled

« that the debentures are to be repurchased by sagntrto the applicable provisions of the indent
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You may withdraw any written repurchase nobigedelivering a written notice of withdrawal tcetpaying agent prior to the close of
business on the repurchase date. The withdrawalenoiust state:

« the principal amount of the withdrawn debentu

« if certificated debentures have been issued, thdicate numbers of the withdrawn debentures iforpur debentures are not certificat
your withdrawal notice must comply with appropri@€C procedures); ar

« the principal amount, if any, that remains subjedhe repurchase notic

Payment of the repurchase price for a deberiturwhich a repurchase notice has been delivenelchot withdrawn is conditioned upon
book-entry transfer or delivery of the debentuoggether with necessary endorsements, to the pagegt at its corporate trust office in the
Borough of Manhattan, New York City, or any oth#fice of the paying agent, at any time after delyef the repurchase notice. Payment of
the repurchase price for the debenture will be npadmptly following the later of the repurchaseedand the time of book-entry transfer or
delivery of the debenture. If the paying agent kattbney sufficient to pay the repurchase pricdnefdebenture on the business day following
the repurchase date, then, on and after such date:

» the debenture will cease to be outstand
* interest will cease to accrue; a

« all other rights of the holder will terminate, othikan the right to receive the repurchase prianugelivery of the debentur

This will be the case whether or not book-giviansfer of the debenture has been made or thentiere has been delivered to the paying
agent. No debentures may be repurchased by us aptton of holders on March 21, 2011, March 2@,28nd March 20, 2019 if the principal
amount of the debentures has been accelerateduahdcceleration has not been rescinded, onartprsuch date.

We may be unable to repurchase the deberifyres elect to require us to repurchase the debiestpursuant to this provision. If you elect
to require us to repurchase the debentures on MdrcB011, March 20, 2014 and March 20, 2019, we nwd have enough funds to pay the
repurchase price for all tendered debentures. Atyré credit agreements or other agreements rglagiour indebtedness may contain
provisions prohibiting repurchase of the debentureder certain circumstances. If you elect to neqjus to repurchase the debentures at a time
when we are prohibited from repurchasing them, swdccseek the consent of our lenders to repurctiesdebentures or attempt to refinance
this debt. If we do not obtain consent, we woultlb® permitted to repurchase the debentures. Aurddo repurchase tendered debentures
would constitute an event of default under the imidie2, which might constitute a default under #vanis of our other indebtedness.

The Exchange Act requires the disseminatioredfain information to security holders and thatssuer follow certain procedures if an
issuer tender offer occurs, which may apply ifteurchase rights summarized above become avattablelders of the debentures. In
connection with any offer to require us to repusshdebentures as summarized above we will, toxiemeapplicable:

« comply with the provisions of Rule 13e-4, Ruleeddand any other tender offer rules under the Exghaict that may then be applical
and

« file a Schedule TO or any other required scheduferon under the Exchange At

We may, to the extent permitted by applicdée and the agreements governing our other debhytime purchase the debentures in the
open market or by tender at any price or by prieggeement. Any debenture so purchased by us m#ye extent permitted by applicable [
be reissued or resold or may be surrendered ttyuktee for cancellation. Any debentures surrerdireéhe trustee may not be reissued or
resold and will be canceled promptly.

33




Table of Contents
Repurchase at Option of the Holder Upon a Designated Event

If a designated event occurs at any time pgddhe maturity of the debentures, you may requéréo repurchase your debentures, in whao
in part, on a repurchase date specified by usshait less than 20 nor more than 35 business aftgtsthe date of our notice of the designated
event. The debentures will be repurchased onlytittiptes of $1,000 principal amount.

We will repurchase the debentures at a prigcgleto 100% of the principal amount to be repuselgia plus accrued and unpaid interest, and
additional interest paid as liquidated damagesnyf, to, but excluding, the repurchase date, uttessepurchase date falls after a record date
and on or prior to the corresponding interest payrdate, in which case we will pay the full amoohticcrued and unpaid interest payment,
and additional interest paid as liquidated damaif@sy, on such interest payment date to the hadfleecord at the close of business on the
corresponding record date.

We will mail to all record holders a noticeatlesignated event within 20 days after it hasiwed. We are also required to deliver to the
trustee a copy of the designated event noticeoufglect to require us to repurchase your debesityoel must deliver to us or our designated
agent, on or before the repurchase date specifiedri designated event notice, your repurchaseeatid any debentures to be repurchased,
duly endorsed for transfer.

The repurchase notice from the holder musé sta

« if certificated debentures have been issued, themteare certificate numbers (or, if your debentanesnot certificated, your repurchz
notice must comply with appropriate DTC procedur

« the portion of the principal amount of debentuebé repurchased, which must be in $1,000 multipled

« that the debentures are to be repurchased by gegnirto the applicable provisions of the debestarel the indentur

You may withdraw any written repurchase nobgedelivering a written notice of withdrawal tcetpaying agent prior to the close of
business on the repurchase date. The withdrawalenoiuist state:

« the principal amount of the withdrawn debentu

« if certificated debentures have been issued, thtdicate numbers of the withdrawn debentures iforour debentures are not certificat:
your withdrawal notice must comply with appropri@f&C procedures); ar

« the principal amount, if any, that remains subjedhe repurchase notic

Payment of the repurchase price for a deberturwhich a repurchase notice has been delivaneldhot withdrawn is conditioned upon
book-entry transfer or delivery of the debentuoggether with necessary endorsements, to the pagegt at its corporate trust office in the
Borough of Manhattan, The City of New York, or ather office of the paying agent, at any time aftelivery of the repurchase notice.
Payment of the repurchase price for the debentiurbevmade promptly following the later of the tephase date and the time of book-entry
transfer or delivery of the debenture. If the pgyagent holds money sufficient to pay the repurelmsce of the debenture on the business day
following the repurchase date, then, on and affterdiate:

» the debenture will cease to be outstand
* interest will cease to accrue; a

« all other rights of the holder will terminate, othiean the right to receive the repurchase prianugelivery of the debentur
This will be the case whether or not book-gttansfer of the debenture has been made or thentiere has
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been delivered to the paying agent.

A “designated event” will be deemed to haveurted upon a “fundamental change” or a “termimatibtrading,” as such terms are defined
below.

A “fundamental change” is defined to includsy af:

(1) a transaction or event (whether by mearenaéxchange offer, liquidation, tender offer, cdidsdion, merger, combination,
reclassification, recapitalization or otherwiseomnection with which all or substantially allair common stock is exchanged for,
converted into, acquired for or constitutes sotkly right to receive, consideration that is nobalsubstantially all common stock that:

* is listed on, or immediately after the transactiorevent will be listed on, a U.S. national sedesiexchange,

« is approved, or immediately after the transactioawent will be approved, for quotation on the Naptlational Market or an
similar U.S. system of automated disseminationumftgtions of securities price

(2) a “person” or “groupivithin the meaning of Section 13(d) of the ExchaAgeother than us, our subsidiaries or our orrteaiploye¢
benefit plans, files a Schedule TO or any otheedale, form or report under the Exchange Act dsolg that such person or group has
become the “beneficial owner,” as defined in Ru8e-B under the Exchange Act, of more than 50% efdlal voting power of all shares
of our capital stock that are entitled to vote galig in the election of directors; or

(3) continuing directors (as defined below iis thection) cease to constitute at least a majofitur board of directors.

The term “continuing director” means a directdo either was a member of our board of directorshe date of this prospectus or who
becomes a member of our board of directors subsétméehat date and whose appointment, electiamoarination for election by our
shareholders is duly approved by a majority ofabetinuing directors on our board of directorshet time of such approval, either by a spe:
vote or by approval of the proxy statement issuedgon behalf of the board of directors in whidktsindividual is named as nominee for
director.

The term “fundamental change” is limited teeified transactions and may not include other ®/drat might adversely affect our financial
condition or business operations. Our obligatiooffer to repurchase the debentures upon a fundaemange would not necessarily afford
you protection in the event of a highly leveragedhsaction, reorganization, merger or similar tagtisn involving us

A “termination of trading” will be deemed tave occurred if our common stock (or other commntonksinto which the debentures are then
convertible) is neither listed for trading on a Un&tional securities exchange nor approved falirigaon the Nasdaq National Market.

We will comply with any applicable provisiong§Rule 13e-4 and any other tender offer rules utite Exchange Act, to the extent
applicable, in the event of a designated event.

This designated event repurchase right coisicbdrage a potential acquirer of Safeguard. Howehies designated event repurchase feature
is not the result of management’s knowledge of gpgcific effort to obtain control of us by meansaaherger, tender offer or solicitation, or
part of a plan by management to adopt a seriestofakeover provisions. No debentures may be @mased by us at the option of holders
upon a designated event if the principal amounhefdebentures has been accelerated, and suckratiosi has not been rescinded, on or prior
to the repurchase date.

We may be unable to repurchase the debentpsa designated event. If a designated event twarecur, we
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may not have enough funds to pay the repurchase for all tendered debentures. Any future creglieaments or other agreements relating to
our indebtedness may contain provisions prohibiteyqgurchase of the debentures under certain citzuross, or expressly prohibit our
repurchase of the debentures upon a designatetl @veray provide that a designated event is préddbor constitutes an event of default
under that agreement. If a designated event oedwrsime when we are prohibited from repurchasdiglgentures, we could seek the consent of
our lenders to repurchase the debentures or attemetinance this debt. If we do not obtain conisese would not be permitted to repurchase
the debentures. Our failure to repurchase tenddgbdntures would constitute an event of defauleuttte indenture, which might constitute a
default under the terms of our other indebtedness.

Use of Proceeds Upon Sales of Interestsin Our Non-Strategic Companies

If we sell an interest in a non-strategic camp(the “Triggering Company’adnd the aggregate book value of the interest shidiei subject
such sale (the “Triggering Sale”), when added &abgregate book value of all interests in suchdeiing Company sold in the preceding
12 months, exceeds $50,000,000, we will:

(1) within 10 business days after the closinguith sale, purchase the Treasury portfolio andiggleét to the trustee to secure our
obligation to pay interest on the debentures thihpagd including, the March 15, 2009 interest paytaate;

(2) apply, within 12 months of the closing otkwsale, an amount (the “Paydown Amount”) equah&lesser of (a) the aggregate
principal amount outstanding of our 5.0% ConveetiSubordinated Notes due June 15, 2006 and (b)d@#y remaining net cash
proceeds (after the purchase of the Treasury piotto repurchase our 5.0% Convertible Subordiddetes due June 15, 20G8pvided
that if the Paydown Amount is less than $20,000,0800 the amount specified in clause (a) aboveeatgr than $20,000,000, we will
apply an amount equal to 50% of the net cash pdscekall subsequent sales of interests in anystiaiegic company to repurchase our
5.0% Convertible Subordinated Notes due June 135 2@til we have repurchased an aggregate prinaipalunt of such notes at least
equal to $20,000,00@rovided, further, that any of our 5.0% Convertible Subordinatedesatue June 15, 2006 that we repurchase,
redeem or otherwise retire with shares of our comstock during such 12 month period will be deerteekave been repurchased with
such remaining net cash proceeds in satisfactidheofovenant set forth in this clause (2) to tkter of such repurchase; and

(3) without regard to whether the Paydown Amdsréss than $20,000,000, in the case of anydfaday interest in the Triggering
Company occurring within the 12 calendar monthsrafie Triggering Sale, apply an amount equal édekser of (a) the aggregate
principal amount outstanding of our 5.0% ConveetiBubordinated Notes due June 15, 2006 and (b)d5@&& net cash proceeds from
each such sale, within 12 months of the receiguch net cash proceeds, to repurchase our 5.0%e@ine Subordinated Notes due
June 15, 2006yrovidedthat any of our 5.0% Convertible Subordinated Noligs June 15, 2006 that we repurchase, redeenhemose
retire during any such subsequent 12 month peritid stiares of our common stock will be deemed t@Hzeen repurchased with the net
cash proceeds of such subsequent sale in satisfaiftthe covenant set forth in this clause (Ihextent of such repurchase.

For purposes of clauses (2) and (3), instrusensecurities received from the purchaser ttepeomptly, but in any event within 30 day:
the closing, converted by us into cash shall besiciemed net cash proceeds received at closingetextent of the cash actually received.

On May 27, 2004, CompuCom entered into an &ment and Plan of Merger which transaction, if comaated, would result in the
divestiture of our interest in CompuCom. See “Sumyma Recent Developments.” The sale of our inteie€€ompuCom in such transaction
would be a “Triggering Sale” and, as such, we wéé a portion of the net proceeds received inrdreséction to purchase the Treasury
portfolio and pledge it to the trustee and to repase the remainder of our outstanding 5.0% Coainei$ubordinated Notes due June 15,
2006.

The indenture will permit the release of threaBury securities pledged pursuant to clauseb@yeato the extent of any repurchases,
redemptions or conversions of the debentures doguafter the date the Treasury portfolio is defgabkivith the trustee.

A “Treasury portfolio” is a portfolio of U.Sreasury securities (or principal or interest sttipereof) that mature on or prior to each interest
payment date occurring after the deposit of th&3uey portfolio with the trustee, in each caseriramount equal to the aggregate interest
payment due on each such interest payment datenfass that all debentures outstanding on the degdteasury portfolio is deposited with
the trustee remain outstanding through March 18920
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Promptly (but in any event within 15 busindays) following the closing of a Triggering Sales will furnish each holder of debentures at
such time written notice of such sale, which nosbell include:

« the name of the nestrategic company in which an interest was s

« the closing date of such sa

the total net cash proceeds received by us fror sale; anc

the Paydown Amount relating to such si

Promptly (but in any event within 15 busindags) following the closing of any subsequent séliaterest in a non-strategic company, 50%
of the net cash proceeds of which must be usegptarchase our 5.0% Convertible Subordinated Natesldne 15, 2006 pursuant to either
(x) the firstprovisoin clause (2) above, or (y) clause (3) above, wkfurinish each holder of debentures at such timi&en notice of such
sale, which notice shall include:

« the name of the nestrategic company in which interests were s
« the closing date of such sale; ¢

« the total net cash proceeds received by us frorn sale.

In addition, promptly (but in any event withib business days) following any repurchase, retiempr retirement of our 5.0% Convertible
Subordinated Notes due June 15, 2006, either witltommon stock or the net cash proceeds of aeya$aln interest in a non-strategic
company as described above, we will furnish eadtidnmf debentures at such time written noticehefdate and amount of such repurchase,
redemption or retirement.

The indenture provides that any TriggeringeSalst be for fair market value, as determinecdiodgfaith by our board of directors.

For purposes of any calculation described abo\this section, book value shall be determineskld solely on the book values of the non-
strategic companies as reflected in our finandakesents as of December 31, 2003, without regaathy subsequent adjustment to such book
values. See “Prospectus Summary — Our Companiesd liet of our non-strategic companies. For thgppses of the foregoing discussion
only, the term “non-strategic companies” includespuCom Systems, Inc.

Merger and Sale of Assets by Safeguard

The indenture provides that we may not codstd with or merge with or into any other persod tirat we may not sell, convey, transfer or
lease all or substantially all of our propertiesl assets to another person, unless among othes:item

» we are the surviving person, or the resulting, isimg or transferee person, if other than us, gaoized and existing under the laws of
United States, any state thereof or the DistricCofumbia;

* the successor person (other than any successoisvidooind to our obligations under the debenturestiaa indenture by operation of la
assumes, by supplemental indenture satisfactdigrin and substance to the trustee, all of our aliligns under the debentures and the
indenture;

« after giving effect to such transaction, thereasement of default, and no event that, after naticpassage of time or both, would becc
an event of default; ar

« we have delivered to the trustee an offi’ certificate and an opinion of counsel each statieg such consolidation, merger, si
conveyance, transfer or lease complies with thegeirements
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When such a person assumes our obligatiosigdh circumstances, subject to certain exceptisashall be discharged from all obligations
under the debentures and the indenture.

For purposes of this section, we will have dbpé&on to designate any one of our non-strategiganies, including CompuCom Systems,
Inc., such that the sale, conveyance, transfezamd of our interest in such company will in noré\ee deemed a sale, conveyance, transfer or
lease of “all or substantially all” of our prope&diand assets (such designation to be made atheftsuch transaction). Promptly (but in any
event within 15 business days) following the clgsiri such transaction (the “Exempt Sale”), we Wilinish each holder of debentures written
notice of this designation. If the CompuCom melgeronsummated, we would designate the divestdficair interest in CompuCom as the
“Exempt Sale’for the purposes of the debentures. In additionpéoposes of determining whether any subsequansaction constitutes a st
conveyance, transfer or lease of “all or substint#l” of our properties and assets, the net gasiteeds of the Exempt Sateinusthe cost of
the Treasury portfolio (See “— Use of Proceeds UBates of Interests in Our Non-Strategic Compaijesiall be deemed part of our prope
and assets. For the avoidance of doubt, for pugpofsthis section, the net cash proceeds from ¢inelipg sale of Sanchez Computer
Associates, Inc. and the pending sale of Tangratarfrise Solutions, Inc. shall be deemed part ofppaperty and assets to the extent of the
cash actually received from such sales.

Events of Default; Notice and Waiver
The following are events of default under itidenture:

« failure to pay principal, if any, when due at métyrupon redemption, repurchase or otherwise erdétbentures

« failure to pay any interest, or additional intenesid as liquidated damages, if any, on the debestwhen due and such failure contin
for a period of 30 day:

« default in our obligation to deliver shares of cammon stock, cash or other property upon conversidche debentures as required ut
the indenture and such failure continues for agokeoff 10 business day

« failure to provide notice of the occurrence of aigeated event on a timely bas

« failure to pay any indebtedness for money borrobseds or one of our subsidiaries (all or substéigtall of the outstanding votin
securities of which are owned, directly or inditgcby us) in an outstanding principal amount icess of $25 million at final maturity or
upon acceleration, which indebtedness is not digglta or such default in payment or acceleratiaroiscured or rescinded, within 30
days after written notice as provided in the indest

« failure to pay any final judgments aggregatingsxoess of $25 million by us or one of our subsidariall or substantially all of tf
outstanding voting securities of which are owneckdly or indirectly, by us)

« failure to perform or observe any of the covenaletscribed unde*— Use of Proceeds Upon Sales of Interest in Our-Strategic
Companie” and such failure continues for a period of 30 d

« failure to perform or observe any of the other c@ms in the indenture for 60 days after writtetiagoto us from the trustee (or to us ¢
the trustee from the holders of at least 25% ingipial amount of the outstanding debentures

 certain events involving our bankruptcy, insolvecyeorganization relating to L

The trustee may withhold notice to the holddr#he debentures of any default, except defanlfgyment of principal, premium, interest, or
additional interest paid as liquidated damagesnyf, on the debentures. However, the trustee noustiaer it to be in the interest of the holders
of the debentures to withhold this notice.

If an event of default occurs and continubs,ttustee or the holders of at least 25% in ppelcmount of the outstanding debentures may
declare the principal, if any, accrued and unpaiédrest, and additional interest paid as
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liguidated damages, if any, on the outstanding dielves to be immediately due and payable. In chsertain events of bankruptcy or
insolvency involving us, the principal, if any, aged and unpaid interest, and additional interagt ps liquidated damages, if any, on the
debentures will automatically become due and payatbwever, if we cure all defaults, except thepayment of principal, if any, interest, ¢
additional interest paid as liquidated damageanyf, that became due as a result of the acceleratiml meet certain other conditions, with
certain exceptions, this declaration may be caadethe acceleration may be rescinded and annaiddhe holders of a majority of the
principal amount of outstanding debentures may wéese past defaults.

Payments of principal, premium, if any, ins#rer additional interest paid as liquidated daesadf any, on the debentures that are not made
when due will accrue interest from the requiredrpegt date at the annual rate of 1% above the tpplicable interest rate for the debentures.

No holder of the debentures may pursue angdymnder the indenture, except in the case ofaulten the payment of principal, premiu
if any, or interest, or additional interest paidigsidated damages, if any, on the debenturegssnl

« the holder has given the trustee written notica obntinuing event of defau

* the holders of at least 25% in principal amourdguistanding debentures make a written requedtpéfer reasonable indemnity, to the
trustee to pursue the reme:

« the trustee does not receive an inconsistent éireftom the holders of a majority in principal anm of the debentures within 60 days
such notice

« the holder or holders have offered reasonable gga@rrindemnity to the trustee against any cdsbijlity or expense of the trustee; a

« the trustee fails to comply with the request witBhdays after receipt of the request and offéendémnity.
M odification and Waiver

The consent of the holders of a majority iimgipal amount of the outstanding debentures isired to modify or amend the indenture.
However, a modification or amendment requires thesent of the holder of each outstanding debeirititresould:

extend the fixed maturity of any debentt

« reduce the rate or extend the time for paymenttefést, or additional interest paid as liquidatathages, if any, of any debentt
* reduce the principal amount of any debent

« reduce any amount payable upon redemption or repaecof any debentut

 adversely change our obligation to redeem any dabesion a redemption da

« adversely change our obligation to repurchase abgture at the option of the hold

« adversely change our obligation to repurchase abgture upon a designated ev:

 impair the right of a holder to institute suit fstyment on any debentul

» change the currency in which any debenture is day

« impair the right of a holder to convert any debeator reduce the number of common shares or argr
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property receivable upon conversit
« reduce the quorum or voting requirements undeiritienture; ol

 subject to specified exceptions, modify certdithe provisions of the indenture relating to maxdifion or waiver of provisions of the
indenture.

We are permitted to modify certain provisiafishe indenture without the consent of the holddrhe debentures.
Form, Denomination and Registration
The debentures will be issued:

« in fully registered form
 without interest coupons; al

* in denominations of $1,000 principal amount andtiplgs of $1,000
Global Debenture, Book-Entry Form

Debentures are evidenced by two global debesitWWe have deposited the global debentures vifith &8nd registered the global debentures
in the name of Cede & Co. as DTC’s nominee. Exasget forth below, a global debenture may be fiearesl, in whole or in part, only to
another nominee of DTC or to a successor of DT{Zsatominee.

Beneficial interests in a global debenture beyheld through organizations that are particip@dnDTC (called “participants”). Transfers
between participants will be effected in the ordinaay in accordance with DTC rules and will betlsettin clearing house funds. The laws of
some states require that certain persons takeqatydglivery of securities in definitive form. Ag@sult, the ability to transfer beneficial
interests in the global debenture to such persansbe limited.

Beneficial interests in a global debentureltml DTC may be held only through participantscentain banks, brokers, dealers, trust
companies and other parties that clear throughaontain a custodial relationship with a participagither directly or indirectly (calledridirect
participants”).So long as Cede & Co., as the nominee of DTC dgelyistered owner of a global debenture, Cede &®@all purposes will b
considered the sole holder of such global debenExeept as provided below, owners of beneficitdriasts in a global debenture will:

 not be entitled to have certificates registerethe@ir names
* not receive physical delivery of certificates iffidiive registered form; an

* not be considered holders of the global deben

We will pay interest, and additional interpatd as liquidated damages, if any, on and themgtien price and the repurchase price of, a
global debenture to Cede & Co., as the registenatko of the global debenture, by wire transfemofriediately available funds on each inte
payment date or the redemption or repurchase dstilie case may be. Neither we, the trustee nopayipg agent will be responsible or liat

« for the records relating to, or payments made @mowaat of, beneficial ownership interests in a glatebenture; o

« for maintaining, supervising or reviewing any retorelating to the beneficial ownership intere
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Neither we, the trustee, registrar, payingnager conversion agent have any responsibilitytierperformance by DTC or its participants or
indirect participants of their respective obligasainder the rules and procedures governing tipeiradions. DTC has advised us that it will
take any action permitted to be taken by a holfeebentures, including the presentation of delresttor conversion, only at the direction of
one or more participants to whose account with Drit€rests in the global debenture are credited,cayglin respect of the principal amount
the debentures represented by the global debeasuiewhich the participant or participants hakawe given such direction.

DTC has advised us that it is:

« a limited purpose trust company organized undefatve of the State of New York, and member of teddfal Reserve Syste
» a“clearing corporatic” within the meaning of the Uniform Commercial Coded

« a“clearing agenc’ registered pursuant to the provisions of SectioA dfithe Exchange Ac

DTC was created to hold securities for itdipgrants and to facilitate the clearance and exigint of securities transactions between
participants through electronic book-entry charigetie accounts of its participants. Participantduide securities brokers, dealers, banks, trust
companies and clearing corporations and other @gtaons. Some of the participants or their repnéestéves, together with other entities, own
DTC. Indirect access to the DTC system is availablethers such as banks, brokers, dealers artcctsogpanies that clear through or maintain
a custodial relationship with a participant, eitdeectly or indirectly.

DTC has agreed to the foregoing proceduréadititate transfers of interests in global debeasuamong participants. However, DTC is
under no obligation to perform or continue to perfahese procedures, and may discontinue theseguoes at any time.

We will issue debentures in definitive ceddfied form only if:

« DTC notifies us that it is unwilling or unable torttinue as depositary or DTC ceases to be a cigagency registered under |
Securities and Exchange Act of 1934, as amendela anccessor depositary is not appointed by usma0 days

« an event of default shall have occurred and thaurtatof the debentures shall have been acceleratadcordance with the terms of 1
debentures and any holder shall have requestedtingvthe issuance of definitive certificated dehees; ol

» we have determined in our sole discretion that dilves shall no longer be represented by globagteles
Information Concerning the Trustee

We have appointed Wachovia Bank, National Aggmn, the trustee under the indenture, as paggemt, conversion agent, debenture
registrar and custodian for the debentures. Thatdeuor its affiliates may also provide other sgggito us in the ordinary course of their
business. The indenture contains certain limitatiom the rights of the trustee, if it or any oféffiliates is then our creditor, to obtain payment
of claims in certain cases or to realize on cenaoperty received on any claim as security or mtiee. The trustee and its affiliates will be
permitted to engage in other transactions wittHasvever, if the trustee or any affiliate continuesiave any conflicting interest and a default
occurs with respect to the debentures, the trustest eliminate such conflict or resign.

Governing Law
The debentures and the indenture are govdmeahd construed in accordance with, the lawsefState of New York.
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DESCRIPTION OF CAPITAL STOCK

Our authorized capital stock consists of 500,000 shares of common stock, par value $0.1014@D,000 shares of preferred stock, par
value $10.00. As of July 6, 2004, 119,736,800 shaf@ur common stock and no shares of prefer@ksvere outstanding.

Common Stock

Except as provided for below, the holderswf@mmon stock are entitled to one vote for edehteson all matters voted on by
shareholders, and, except as otherwise requirdaWbpr provided in any resolution adopted by ouardoof directors with respect to any series
of preferred stock, the holders of our common sfassess all of the voting power. Our amended kg/lawvide for cumulative voting in the
election of directors which entitles shareholdersast that number of votes equal to the numbshafes that they own multiplied by the
number of directors to be elected.

Subject to any preferential rights of any tartsling series of our preferred stock created lnyboard of directors from time to time, the
holders of our common stock will be entitled to theidends as may be declared from time to timelnyboard of directors from funds legally
available for dividends, and, upon liquidation, Ve entitled to receive pro rata all assets alkbélfor distribution to the holders of our
common stock. Our certificate of incorporation daesprovide for the holders of common stock tohpreemptive, subscription or
redemption rights. The rights and preferences ofroon shareholders are subject to the rights ofsanigs of preferred stock we may issue.

Preferred Stock

By resolution of the board, we may, withouy &urther vote by our shareholders, authorize asdeé up to an aggregate of 1,000,000 shares
of preferred stock. The preferred stock may beeidso one or more classes or series. With respezach class or series, the board may
determine the designation and the number of shaogigg rights, preferences, limitations and spleigdnts, including any dividend rights,
conversion rights, redemption rights and liquidatweferences. Because of the rights that may &mtep, the issuance of preferred stock may
delay or prevent a change of control.

Supermajority Voting Requirements

The vote by the holders of 80% of the votimgvpr of all shares of stock entitled to vote in éiection of directors is required for any of the
following actions:

 the merger or consolidation of us or any of oursddibries;

« the sale or other disposition of substantiallyoélbur or any of our subsidiar’ assets; o

« the sale or lease by any third party to us, or@frgur subsidiaries, of assets having a fair mavkéie exceeding $2,000,000 in excha
for voting securities of us or any of our subsiuigy

if the other party to such transaction is the bier@fowner of 5% or more of any class of or sharesur capital stock entitled to vote in
elections of directors.

This 80% voting requirement, however, is rmtlacable in the following circumstances:

< our board of directors approved the agreementimglad the transaction prior to the time the otbairty acquired its 5% interest;

* our board of directors otherwise approved the &atisn, provided that a majority of the directariffice prior to the time the other pa
acquired its 5% interest voted in favor of the sagtion.
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This 80% voting requirement can only be amdralerepealed with the approval by the vote oftibklers of 80% of the voting power of alll
shares of stock entitled to vote in the electiodioéctors.
Pennsylvania Anti-Takeover Laws

The Pennsylvania corporate law contains prongapplicable to publicly held Pennsylvania cogbons that may be deemed to have an
anti-takeover effect. Safeguard specifically optat of all of these provisions, except for thoseadibed below.

Under Section 1715 of the Pennsylvania comedeav, directors of the corporation are not reegiito regard the interests of the shareholders
as being dominant or controlling in considering liest interests of the corporation. The directoay sonsider, to the extent they deem
appropriate, such factors, including:

the effects of any action upon any group affectedurh actions including shareholders, employeesplers, customers and creditors
the corporation and upon communities in which effior other establishments of the corporationcuatéd;

the short term and long term interests of the aatpan, including benefits that may accrue to thgporation from its long term plans a
the possibility that these interests may be beaseseby the continued independence of the corpmrg

« the resources, intent and conduct of any persdirgge acquire control of the corporation; ¢

all other pertinent factor:

Section 1715 further provides that any ad¢hefboard of directors, a committee of the boardmoindividual director relating to or affecting
an acquisition or potential or proposed acquisitbonontrol to which a majority of disinterestedatitors have assented will be presumed to
satisfy the standard of care set forth in the Pg@maria corporate law, unless it is proven by cl@ad convincing evidence that the disintere
directors did not consent to such act in good faftar reasonable investigation. As a result of #rid the other provisions of the Pennsylvania
corporate law, directors are provided with broagtition with respect to actions that may be takegasponse to acquisitions or proposed
acquisitions of corporate control.

Chapter 25, Subchapter F of the Pennsylvamaocate law is designed to regulate certain bgsimembinations between most publicly
traded Pennsylvania corporations and interestegtsbhlers. In general, Subchapter F prohibits tresammation of enumerated business
combination transactions during a five year moiatarperiod. The moratorium period does not apply to

 business combinations with persons who becameestet shareholders with the approval of the boadirectors;

« business combinations that were approved pridneéaiate on which the shareholder became an intersbareholde

» business combinations approved by a majorityigiittrested shareholders at a meeting at leaest thonths after the interested
shareholder acquires at least 80% of the outstgnaiting stock if the consideration paid to othelders of the corporation’s outstanding
securities satisfies fair price requirements sehfm Subchapter F of the Pennsylvania corpowate &nd

« business combinations approved by all of the hsldéthe outstanding shart

The moratorium period runs from the date ofctvithe interested shareholder becomes an intersbreholder. Generally, a shareholder
becomes an interested shareholder the date thehstaer first acquires beneficial ownership of 264nore of the corporatios'voting share:
After the moratorium period, the corporation candeniake a business combination with an interestacetiolder only upon approval of
disinterested
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shareholders holding a majority of the voting skarein a transaction approved by shareholdersstitédfies the fair price provisions referred
to above.

Section 1715 and Subchapter F may discourpge market purchases of our Common Stock or a egotiated tender or exchange offer
for our Common Stock of a corporation and, accaylginmay be considered disadvantageous by a shHdexheho would desire to participate
in any such transactions. In addition, Section 15d& Subchapter F may have a depressive effetteoprice of our Common Stock.

Transfer Agent and Registrar
The Transfer Agent and Registrar with respectur Common Stock is Mellon Investor Services,.C.
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MATERIAL U.S. FEDERAL INCOME TAX CONSIDERATIONS

The following summary of the material U.S.deal income tax consequences of ownership of dabesaind our common stock deals only
with purchasers who hold our debentures and oumoomstock as capital assets, and not with speleisses of holders, such as:

« dealers in securities or currenci

« traders in securities that elect to mark to mai

* banks and certain financial institutior

* tax-exempt organization:

« life insurance companie

« partnerships or other entities classified as pastrips for U.S. federal income tax purpos

* persons that hold debentures as a hedge or agffgastraddle or conversion transaction or thahadged against currency ris|
« persons (other than United States Alien Holdersledimed below) whose functional currency is n& thS. dollar; o

« persons subject to the alternative minimum

This summary is based on the Internal Rev&ude of 1986, as amended (the “Code”), its legisdatistory, existing and proposed
regulations thereunder, published rulings and cdeisions, all as currently in effect and all ®gbjto change at any time, perhaps with
retroactive effect.

PROSPECTIVE PURCHASERS OF DEBENTURES SHOULDNSOLT THEIR OWN TAX ADVISERS CONCERNING THE
CONSEQUENCES, IN THEIR PARTICULAR CIRCUMSTANCES, ¥R THE CODE AND THE LAWS OF ANY OTHER TAXING
JURISDICTION, OF THE OWNERSHIP OF DEBENTURES AND B LOMMON STOCK.

United StatesHolders

This subsection describes the U.S. federanmetax consequences to a United States Holderaw®a United States Holder if you are a
beneficial owner of a debenture or our common stelc& is:

 acitizen or resident of the United States for WeHeral income tax purpose

* a corporation, including any entity treated a®gporation for U.S. federal income tax purposeganized under the laws of the United
States, any State thereof or the District of Coliay

* an estate, the income of which is subject to UeBefal income tax without regard to its source

e atrust, if a court within the United Stateslideato exercise primary supervision over the adstiation of the trust and one or more
United States persons have the authority to coattelubstantial decisions of the trv

Payments of Interest

Interest on a debenture will be taxable to gswrdinary income at the time you receive it bewit accrues, depending on your method of
accounting for tax purposes.
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Registration of the Debentures

We have agreed to use our best efforts to Haepegistration statement effective for a perwddime as described herein. If we do not take
these steps, subject to the requirements desdrilibd registration rights agreement and indentweewill make payments of additional intet
on the same dates that we make interest paymertteatebentures until the default is corrected.

We intend to treat the possibility of the payrof such additional interest as “remote” undgmligable U.S. Treasury regulations. We,
therefore, do not intend to treat this possibitityaffecting the amount and timing of interest meaecognized on the debentures or the
character of income recognized on the sale, exehardemption or repurchase of a debenture. levibkat that additional interest is paid on
debentures, it would affect the amount and timifithe interest income that must be recognized erdétbentures. Our determination that the
possibility of such additional interest being paidemote is binding on each United States Holaéeas the holder explicitly discloses that it is
taking a different position in the manner requibydapplicable U.S. Treasury regulations. Our deieaition, however, is not binding on the
Internal Revenue Service (the “IRS”). If the IRSrevéo take a contrary position, the amount andnirdf interest income recognized on the
debentures and the character of income recognizeéldeosale, exchange, redemption or repurchaseebenture could be different from that
described herein.

Sale, Exchange, Redemption or Repurchase of therDaies

You will generally recognize gain or loss be sale, exchange (other than a conversion), retitamgr repurchase of your debenture equal
to the difference between the amount you realizéhersale, exchange, redemption or repurchase@mdtgx basis in your debenture. For this
purpose, the amount realized does not include arguat attributable to accrued but unpaid inter&stounts attributable to accrued interest
will be treated as interest as described under ‘&ynients of Interest” above. Gain or loss you recan the sale, exchange, redemption or
repurchase of your debenture will be capital gaitoss and will be long-term capital gain or losgdu held the debenture for more than one
year. Lon-term capital gains for noncorporate taxpayerdumtiag individuals, are taxable at a maximum rdté®percent for years prior to
2009 and short-term capital gains of such taxpagexdaxable at ordinary income rates. If you reimea capital loss, the deductibility of such
capital loss is subject to limitations.

Conversion of the Debentures

You generally will not recognize any incomaijrgor loss upon conversion of a debenture intocommmon stock except with respect to cash
received in lieu of a fractional share of commatkt Your tax basis in the common stock receivedamversion of a debenture will be the
same as your adjusted tax basis in the debenttine &tme of conversion (reduced by any basis abeto a fractional share interest), and the
holding period for the common stock received onveosion will include the holding period of the daeh&e converted, except that the holding
period of any common stock received that is atteble to accrued interest will commence on theaftsr conversion. The fair market value of
common stock received that is attributable to aedinterest will be treated as interest as desgniimgler "— Payments of Interest” above.

Cash received in lieu of a fractional sharemhmon stock upon conversion will be treated payanent in exchange for the fractional share
of common stock. Accordingly, the receipt of cashiéu of a fractional share of common stock gelheraill result in capital gain or loss
(measured by the difference between the cash mtéor the fractional share and your adjusted tsishin the fractional share).

Conversion Rate Adjustments

The conversion rate of the debentures wikh@igisted in certain circumstances as describedrdbascription of the Debentures —
Conversion of Debentures.” In general, holdersasfvertible debt instruments such as the debentuess in certain circumstances, be deemed
to have received a distribution if the conversiaterof such instruments is adjusted. Adjustmentegaonversion rate made pursuant to a bone
fide reasonable adjustment formula which has tfecebf preventing the dilution of the interesttioé holders of the debt instruments,
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however, will generally not be considered to reBul constructive distribution. Certain of the gibte adjustments provided in the debentures
(including, without limitation, adjustments in resy of certain cash dividends to our shareholdeilshot qualify as being pursuant to a bona
fide reasonable adjustment formula. If such adjestts are made, you will be deemed to have recaoestructive distributions taxable as
dividends to the extent of our current and accutedlaarnings and profits (as determined for U.@eifal income tax purposes) even though
you have not received any cash or property asudt refssuch adjustments. It is unclear whether sungh constructive dividend would

eligible for the reduced rates of U.S. federal meaax applicable to certain dividends receiveddycorporate holders. It is also unclear
whether a corporate holder would be entitled tontlde dividends-received deduction with respea tmnstructive dividend. In certain
circumstances, the failure to provide for a conieersate adjustment may result in taxable dividerodme to United States Holders of our
common stock.

Distributions on our Common Stock

You will be taxed on distributions on our commstock as ordinary dividend income to the expend out of our current or accumulated
earnings and profits for U.S. federal income tasppses. If you are taxed as a corporation, divideney be eligible for the dividends-received
deduction. The Code contains various limitationsruthe dividends-received deduction. If you aremaerate shareholder, please consult your
tax adviser with respect to the possible applicatibthese limitations to your ownership or disgiosi of stock in your particular circumstanc

You generally will not be taxed on any portimira distribution not paid out of our current @camulated earnings and profits if your tax
basis in the stock is greater than or equal t@theunt of the distribution. However, you would keguired to reduce your tax basis (but not
below zero) in the stock by the amount of the ttistron, and would recognize capital gain to theeakthat the distribution exceeds your tax
basis in our common stock. Further, if you are garation, you would not be entitled to a dividemdseived deduction on this portion of a
distribution.

Noncorporate United States Holders who recdivielends with respect to our common stock beff@9 may be eligible to have those
dividends taxed as net capital gain at a maximumafl5 percent, provided such dividends are paidf our current or accumulated earni
and profits for United States income tax purposesaertain holding period requirements are satisfie

Sale of our Common Stock

If you sell or otherwise dispose of your commstock, you will generally recognize capital gairloss equal to the difference between the
amount realized upon the disposition and your aegutax basis of the stock.

Your adjusted tax basis and holding perioduincommon stock received upon conversion of alebe are determined as discussed above
under “— Conversion of the Debentures.” This cdmtan will be taxed to United States Holders aglberm capital gain if the common stock
is held for more than one year. Such |ldagn capital gain will generally be subject to dueed rate of U.S. federal income tax if recogniag
noncorporate United States Holders, which rate lvdla maximum of 15 percent for years prior to 200®itations apply to the deduction of
capital losses.

Market Discount

The resale of debentures may be affected éyntpact on a purchaser of the market discountigians of the Code. For this purpose, the
market discount on a debenture acquired by yoolfare a purchaser of debentures other than &al ipitrchaser generally will equal the
amount, if any, by which the stated redemptiong&dtmaturity of the debenture exceeds your adjustebasis in the debenture immediately
after its acquisition. If you acquire a debentura enarket discount, subject to a limited excepttbese provisions generally require you to
as ordinary income any gain you recognize on thpatition of that debenture to the extent of threrwed market discount on that debenture at
the time of maturity or disposition, unless youcel® include accrued market discount in incomer dve life of the debenture. If you hold a
debenture with market discount and you receive comstock upon conversion of the debenture, gatheaextent of accrued market discount
that you have not
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previously included in income with respect to tlhawerted debenture through the date of conversibt&treated as ordinary income when
you dispose of the common sto

This election to include market discount indme over the life of the debenture, once you nialegplies to all market discount obligations
you acquire on or after the first taxable year tooh the election applies and may not be revoketaui the consent of the Internal Reve!
Service (the “IRS”). In general, market discounli We treated as accruing on a straight-line bages the remaining term of the debenture at
the time of acquisition, or, at your election, undeonstant yield method. If you make an electiowjll apply only to the debenture with
respect to which you make it, and it may not beked. If you are a United States Holder who acguiréebenture at a market discount who
does not elect to include accrued market discouittdome over the life of the debenture, you mayduiired to defer the deduction of a
portion of the interest on any indebtedness youriied or maintained to purchase or carry the delentntil maturity or until you dispose of
the debenture in a taxable transaction.

Amortizable Premium

A debenture is purchased at a premium ifdfsstied basis, immediately after its purchase edeé®e amounts payable (other than qualified
stated interest) on the debenture. If you are aedrStates Holder who purchases a debenture anaiym, you generally may elect to amortize
that premium from the purchase date to the debe'staraturity date under a constamttd method that reflects semiannual compoundigget
on the debenture’s payment period. Amortizable jwemhowever, will not include any premium attribbte to a debenture’s conversion
feature. The premium attributable to the conver&sature is the excess, if any, of the debentyretshase price over what the debenture’s fair
market value would be if there were no converseatudre. Amortized premium is treated as an ofts@iterest income on a debenture and not
as a separate deduction. Your election to amoptiemium on a constant yield method, once madejexpf all debt obligations you hold or
subsequently acquire on or after the first dayheffirst taxable year to which the election appéiad you may not revoke it without the consent
of the IRS.

Backup Withholding and Information Reporting

In general, if you are a noncorporate Uniteates Holder, we and other payors are requiredgort to the IRS all payments of principal ¢
interest on your debenture, any dividends or difvesible distributions with respect to our commatktand the proceeds of the sale or other
disposition of a debenture before maturity withia tUnited States, and backup withholding will applyguch payments if you fail to provide
accurate taxpayer identification number or yourartified by the IRS that you have failed to repadtinterest and dividends required to be
shown on your federal income tax returns.

United States Alien Holders

This subsection describes the tax consequéoeetnited States Alien Holder. For purposeshif discussion, you are a United States #
Holder if you are for United States income tax megs:

< anonresident alien individue
« a foreign corporation; ¢

* an estate or trust, in either case not subjelct $ federal income tax on a net income basisspect of income or gain from a debenture
or our common stocl

Payments on the Debentul

Subiject to the discussion of backup withhalddelow, payments of principal and interest by warmther payor to you will not be subject to
U.S. federal income or withholding tax if:

(1) you do not actually or constructively o®% or more of the total combined voting powerlbEksses
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of our stock entitled to vote;
(2) you are not a controlled foreign corparatthat is related, directly or indirectly, to tssdugh stock ownership; and
(3) the payor does not have actual knowledgeason to know that you are a United States peasd:

(a) you certify to the payor, under penaltéperjury, on an IRS Form W-8BEN or an acceptablestitute form, that you are
not a United States person;

(b) in the case of payments made outside thiged States to you at an offshore account (gelyert account maintained by
you at a bank or other financial institution at d&ogation outside the United States), you havei$ined to the payor documentat
that establishes your identity and status as apexho is not a United States person;

(c) the payor has received a withholding Giegtie (furnished on an appropriate IRS FormBW/r an acceptable substitute fol
from a person claiming to be:

(i) a withholding foreign partnership (genéral foreign partnership that has entered intogre@ment with the IRS to
assume primary withholding responsibility with respto distributions and guaranteed payments itamad its partners);

(i) a qualified intermediary (generally a nbimited States financial institution or clearingyanization or a non-United
States branch or office of a United States findrio&itution or clearing organization that is atyao a withholding agreeme
with the IRS); or

(iif) a U.S. branch of a non-United Stateslbanof a non-United States insurance company;

and the withholding foreign partnership, qualifiatermediary or U.S. branch has received documientapon which it may
rely to treat the payment as made to a person whotia United States person in accordance with Tr&asury regulations
(or, in the case of a qualified intermediary, ic@tance with its agreement with the IRS);

(d) the payor receives a statement from arigxiclearing organization, bank or other finahanstitution that holds
customers’ securities in the ordinary course ofréide or business and that holds your debentceesfying to the payor under
penalties of perjury that an IRS Form W-8BEN oraceptable substitute form has been received frmurby it or by a similar
financial institution, and to which is attachedogy of the IRS Form W-8BEN or acceptable substifate; or

(e) the payor otherwise possesses documemigpion which it may rely to treat the payment aslen® a person who is not a
United States person in accordance with U.S. Trgasgulations.

Notwithstanding the above, unless the UnitedeS Alien Holder qualifies for an exemption freoch a tax or for a lower rate of tax under
an applicable income tax treaty, a United StatésnAHolder that is engaged in the conduct of a&thtates trade or business will be subje
(i) U.S. federal income tax on interest that iefively connected with the conduct of such tradbusiness, and (i) if the United States Alien
Holder is a corporation, a United States brancfiitgrtax equal to 30% of its “effectively connectearnings and profits” as adjusted for the
taxable year.

Conversion, Redemption or Repurchase of the Delesntu

A United States Alien Holder generally willtime subject to U.S. federal income or withholdiag on the conversion of a debenture into
our common stock. However, to the extent that addnStates Alien Holder receives cash in lieu fshational share of common stock upon
conversion, any gain upon the receipt of such vaslld be subject to the rules described below iGain on Disposition of the Debentures or
our Common Stock.” If we
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redeem the debentures or repurchase the debeatutesoption of a United States Alien Holder, sagbhange will generally have the results
described above in “United States Holders — SatehBnge, Redemption or Repurchase of the Deberiteseept that any gain recognized is
subject to the rules described below in “— GairDasposition of the Debentures or the Common StoSkriilarly, for cash received that is
attributable to interest, such cash may give nsaterest income that would be subject to thesrdiescribed above in “— Payments on the
Debentures.”

Distributions on our Common Stock

Except as described below, if you are a UnB&tes Alien Holder of our common stock, divide(idsluding constructive dividends as
described above in “United States Holders — CornererRate Adjustments”) paid to you are subject ithkolding of U.S. federal income tax
at a 30% rate or at a lower rate if you are elgiiolr the benefits of an income tax treaty thavles for a lower rate. In the case of any
constructive dividend, it is possible that this veould be withheld from interest, shares of commatmtk or sales proceeds subsequently paid ol
credited to you. Even if you are eligible for a Emreaty rate, we and other payors will generadlyrequired to withhold at a 30% rate (rather
than the lower treaty rate) on dividend paymentgoto, unless you have furnished to us or anothgoma

« avalid IRS Form WBBEN or an acceptable substitute form upon whialh gertify, under penalties of perjury, your statissa person wi
is not a United States person and your entitlerteetite lower treaty rate with respect to such paytsjeor

« in the case of payments made outside the Unitate$Sto an offshore account (generally, an acocmamtained by you at an office or

branch of a bank or other financial institutioraay location outside the United States), other dwntary evidence establishing your
entitlement to the lower treaty rate in accordanith U.S. Treasury regulation

If you are eligible for a reduced rate of xitStates withholding tax under a tax treaty, yay wbtain a refund of any amounts withheld in
excess of that rate by timely filing a refund claiith the IRS.

If dividends paid to you are effectively contesl with your conduct of a trade or business withe United States, we and other payors
generally are not required to withhold tax from tlieidends, provided that you have furnished t@uanother payor a valid IRS Form 8&CI
or an acceptable substitute form upon which youwesgnt, under penalties of perjury, that:

* you are not a United States person;

« the dividends are effectively connected with yooinduct of a trade or business within the Unitetes and are includible in your gross
income.

Effectively connected dividends are taxedatds applicable to United States Holders, subepbssible reduction under an applicable
income tax treaty if the dividends are not attréiié to a permanent establishment that you maiimaime United States.

If you are a corporate United States Aliendéo] effectively connected dividends that you regenay, under certain circumstances, be
subject to an additional branch profits tax at 83@te or at a lower rate if you are eligible floe benefits of an income tax treaty that provides
for a lower rate.

Gain on Disposition of the Debentures or our ComrStock

If you are a United States Alien Holder, sgbje the discussion below concerning backup wiltling, you generally will not be subject to
U.S. federal income tax on gain that you recogoize disposition of the debentures (including lereption or repurchase) or our common
stock unless:

« the gain is effectively connected with your condofch trade or business in the United States, tanithe
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extent required by an applicable income tax tretay gain is attributable to a permanent establksttrthat you maintain in the Uniti
States

< you are an individual holder present in the Unifdtes for 183 or more days in the taxable ye#ietale and certain other conditic
exist; or

« we are or have been a United States real propeltiing corporation for federal income tax purgoaeany time within the five-year
period preceding such disposition or the UnitedeStélien Holder’'s holding period, whichever is gleo, and certain exemptions do not
apply. We have not been, are not and do not aatieipecoming a United States real property holdorgoration for U.S. federal income
tax purposes

If you are a corporate United States Alienddo) effectively connected gains that you recogniag also, under certain circumstances, be
subject to an additional branch profits tax at &3@te or at a lower rate if you are eligible foe benefits of an income tax treaty that provides
for a lower rate.

Backup Withholding and Information Reporting

Information returns will be filed with the IRS connection with payments on the debenturesdividends on the common stock. Unless the
United States Alien Holder complies with certaimtifieation procedures to establish that it is adtnited States person, information returns
may be filed with the IRS in connection with th@peeds from a sale or other disposition of the dielves and common stock and the United
States Alien Holder may be subject to U.S. backitphelding tax on payments on the debentures anti®@common stock or on the proceeds
from a sale or other disposition of the debentoreasommon stock. The certification procedures dbedrin clause (3) under ‘— Payments on
the Debentures” above will satisfy the certificati@quirements necessary to avoid the backup widitgptax as well. The amount of any
backup withholding from a payment to a United Statéen Holder will be allowed as a credit agaitist United States Alien Holder’'s U.S.
federal income tax liability and may entitle theitéd States Alien Holder to a refund, provided tiha required information is timely furnish
to the IRS.
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LEGAL MATTERS

The validity of the securities offered by thimspectus have been passed upon for us by Matgans & Bockius LLP, Philadelphia,
Pennsylvania.

EXPERTS

The consolidated financial statements of Saded) Scientifics, Inc. as of December 31, 20032002, and for each of the years in the three-
year period ended December 31, 2003, have beerpmrated by reference herein and in the registratiatement in reliance upon the repol
KPMG LLP, independent accountants, incorporatedeligrence herein, and upon the authority of said &s experts in accounting and
auditing. The report of KPMG LLP covering the Ded®mn31, 2003 financial statements refers to a achamtghe method of accounting for
goodwill and other intangible assets after theyehaitially been recognized in the financial stagets.
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PART I1
INFORMATION NOT REQUIRED IN THE PROSPECTUS

ITEM 14. Other Expenses of Issuance and Distriloutio

The expenses set forth below relate solethéqreparation and filing of this Registrationt8taent, and the Registrant may incur additional
expenses in connection with an offering of the sées registered hereunder (all such expensesbhwibborne by the Registrant):

SEC registration fe $19,00¢
Legal fees and related expen 42,00(
Accounting fees and expens 10,00(
Printing and engraving expens 5,00(¢
Trustee and transfer agent fees and expe 0
Miscellaneou: 0
Total $76,00¢
|

None of the expenses listed above will be dmythe selling securityholders.
ITEM 15. Indemnification of Officers and Directors.

Sections 1741 and 1742 of the PennsylvanianBas Corporation Law of 1988, as amended (the ‘IPB@rovide that a business
corporation may indemnify directors and officersiagt liabilities they may incur as such providedtithe particular person acted in good faith
and in a manner he or she reasonably believed it loe not opposed to, the best interests of trparation, and, with respect to any criminal
proceeding, had no reasonable cause to believar hisr conduct was unlawful. In general, the potwéndemnify under these sections does
exist in the case of actions against a directafiicer by or in the right of the corporation ifelperson otherwise entitled to indemnification
shall have been adjudged to be liable to the catfmor unless it is judicially determined that, désphe adjudication of liability but in view of
all the circumstances of the case, the persorirlg &nd reasonably entitled to indemnification &pecified expenses. The corporation is
required to indemnify directors and officers aga@genses they actually and reasonably incurfiendiéng actions against them in such
capacities if they are successful on the meritstioerwise in the defense of such actions.

Section 1713 of the PBCL permits the sharedrsidb adopt a bylaw provision relieving a directmut not an officer) of personal liability for
monetary damages except where (i) the directobresched the applicable standard of care, andu@h conduct constitutes self-dealing,
willful misconduct or recklessness. The statutevjgtes that a director may not be relieved of ligpilor the payment of taxes pursuant to any
federal, state or local law or responsibility underiminal statute.

Section 1746 of the PBCL grants a corporaliarad authority to indemnify its directors, offiseand other agents for liabilities and expe
incurred in such capacity, except in circumstaneesre the act or failure to act giving rise to them for indemnification is determined by a
court to have constituted willful misconduct orkksssness.

The Registrant’s Articles of Incorporation pide that a director or officer of the Registrahéls not be personally liable for monetary
damages as such (including, without limitation, ardgment, amount paid in settlement, penalty, {ixmidamages or expense of any nature
(including, without limitation, attorneys’ fees adbursements)) for any action taken, or any faito take any action, unless the director or
officer has breached or failed to perform the dutihis or her office under the Articles or thadaws of the Registrant or applicable provisions
of law and the breach or failure to perform constis self-dealing, willful misconduct or recklessai@rovided that such limitation on monetary
damages does not relieve a director or officeradffility for the payment of any taxes pursuantdcall, state or federal law, or liability or
responsibility pursuant to any criminal statute.
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Section 6 of Article Il of the bylaws also liismthe monetary liability of directors for any et taken, or any failure to take any action, us
the director has breached or failed to performdiliées of his or her office. The limitation on meewy liability does not extend to breaches of
duty constituting selflealing, willful misconduct or recklessness andsdoet relieve a director of liability for the paymef any taxes pursue
to local, state or federal law, or liability or pgmsibility pursuant to any criminal statute.

Article VIII of the bylaws provides, except espressly prohibited by law, an unconditional tighindemnification for expenses and any
liability paid or incurred by any director or oféic of the Registrant, or any other person desighiayethe board of directors as an indemnified
representative, in connection with any proceedinghich the indemnified representative may be imedlas a party or otherwise, by reason of
the fact that such person is or was serving imdemnified capacity, including without limitatioiabilities resulting from any actual or alleged
breach or neglect of duty, error, misstatement isteading statement, negligence, gross negligeneetaiving rise to stricter products
liability, except where such indemnification is eagsly prohibited by applicable law or where thadwect of the indemnified representative has
been determined to constitute willful misconduetkiessness or self-dealing sufficient in the eitstances to bar indemnification against
liabilities arising from the conduct.

The Registrant has a directors’ and officéaddility insurance policy that affords directonschofficers with insurance coverage for losses
arising from claims based on breaches of duty,igegte, error and other wrongful acts.
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ITEM 16. EXHIBITS

Exhibit Exhibit

Number Title

4.1 Indenture, dated as of February 18, 2004, betwaégBard Scientifics, Inc. and Wacho
Bank, National Association, as trustee (2) (Exhdbi0)

4.2 Form of 2.625% Convertible Senior Debentures (idethin Exhibit 4.1) (2) (Exhibit 4.1(

4.3 Registration Rights Agreement, dated as of Febri&n2004, between Safeguard Scientil
Inc. and Wachovia Capital Markets, LLC (2) (Exhidif2)

5.1 Opinion of Morgan, Lewis & Bockius LLP (:

12.1 Statement re: Computation of Ratio of Earningsike& Charges (3

23.1 Consent of KPMG LLP (3

23.2 Consent of Morgan, Lewis & Bockius LLP (includedimhibit 5.1)

24.1 Power of Attorney (included on the signature pafgthis registration statement)(

25.1 Eggg (‘Ii)l Statement of Eligibility of Trustee fordenture under the Trust Indenture Act of

(1) Previously filed.
(2) Incorporated by reference to the regist's Annual Report on Form -K for the year ended December 31, 2003, as ame

(3) Filed herewith
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ITEM 17. UNDERTAKINGS
The undersigned registrant hereby undertakes:
(1) To file, during any period in which offeps sales are being made, a post-effective amenitménis registration statement:
() To include any prospectus required by Sectida)(3) of the Securities Act of 1933;

(i) To reflect in the prospectus any facts or dserising after the effective date of the RegigiraStatement or the most recent post-
effective amendment thereof which, individuallyimthe aggregate, represent a fundamental chartpe imformation set forth in the
registration statement. Notwithstanding the foragpany increase or decrease in volume of secsifiiered if the total dollar value of
securities offered would not exceed that which reggstered and any deviation from the low or high af the estimated maximum offering
range may be reflected in the form of prospectesl fivith the Commission pursuant to Rule 424(binithe aggregate, the changes in
volume and price represent no more than 20 pecterige in the maximum aggregate offering pricefa#t in the “Calculation of
Registration Fee” table in the effective registratstatement; and

(i) To include any material information with resgt to the plan of distribution not previously dised in the registration statement or any
material change to such information in the regigirastatement, provided, however, that paragrépland (ii) above do not apply if the
information required to be included in a post-efifecamendment by those paragraphs is containpdrindic reports filed with or furnished
to the Commission by the registrant pursuant tdi®ed 3 or 15(d) of the Securities Exchange Ac1884 that are incorporated by reference
into the registration statement.

(2) That, for the purpose of determining aability under the Securities Act, each such pditetive amendment shall be deemed to be a
new registration statement relating to the se@gitiffered therein, and the offering of such s¢iesrat that time shall be deemed to be the
initial bona fide offering thereof; and

(3) To remove from registration by means pbat-effective amendment any of the securitiesgpedgistered which remain unsold at the
termination of the offering.

The undersigned registrant hereby undertaiads for purposes of determining any liability untiee Securities Act, each filing of the
registrant’s annual report pursuant to Section I8(&ection 15(d) of the Securities Exchange Aad( where applicable, each filing of an
employee benefit plan’s annual report pursuanttetign 15(d) of the Exchange Act) that is incorpedsby reference in the registration
statement shall be deemed to be a new registrsti@@ment relating to the securities offered heiaid the offering of such securities at that
time shall be deemed to be the initial bona fideraig thereof.

Insofar as indemnification for liabilities sirig under the Securities Act of 1933 may be peeahito directors, officers and controlling
persons of the registrant pursuant to the foregpmgisions, or otherwise, the registrant has kashrsed that in the opinion of the Commiss
such indemnification is against public policy apmssed in the Securities Act and is, thereforenforceable. In the event that a claim for
indemnification against such liabilities other tithe payment by the registrant of expenses inclworguhid by a director, officer or controlling
person of the registrant in the successful defehs@y action, suit or proceeding is asserted loh glirector, officer or controlling person in
connection with the securities being registered rdgistrant will, unless in the opinion of its osel the matter has been settled by controlling
precedent, submit to a court of appropriate jucisadin the question of whether such indemnificatigrit is against public policy as expresse
the Securities Act and will be governed by thelfedjudication of such issue.
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SIGNATURES

Pursuant to the requirements of the Securtef 1933, the Registrant certifies that it heasonable grounds to believe that it meets all
the requirements for filings on Form3and has duly caused this Registration Staterodwe signed on its behalf by the undersigned, tho
duly authorized, in the City of Wayne, CommonwealtliPennsylvania on July 15, 2004.

SAFEGUARD SCIENTIFICS, INC.
By: ANTHONY L. CRAIG

Anthony L. Craig
Chief Executive Office

Pursuant to the requirements of the SecuritiesoA&B33, this registration statement has been ditpedow by the following persons on behalf
of the registrant and in the capacities and orddtes indicated.

Signature Title Date

ANTHONY L. CRAIG Chief Executive Officer and President, and Director July 15, 2004
(Principal Executive Officer)

Anthony L. Craic

CHRISTOPHER J. DAVIS Executive Vice President and Chief Administrativiel a July 15, 2004
Financial Officer (Principal Financial and Accourgi
Christopher J. Dav Officer)
* Director July 15, 2004
Julie A. Dobsol
* Chairman of the Board of Directors July 15, 2004

Robert E. Keith, J

* Director July 15, 2004

Andrew E. Liet:
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Signature

George MacKenzi

*

Jack L. Messme

*

John W. Poduska, ¢

*

Robert Ripy

*

John J. Rober

*By: CHRISTOPHER J. DAVIS

Christopher J. Davis, as
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Exhibit 5.1
[MORGAN, LEWIS & BOCKIUS LETTERHEAD]
July 15, 2004

Safeguard Scientifics, Inc.
800 The Safeguard Building
Wayne, Pennsylvania 19087

Re: Registration Statement on Form S-3 (Registration388-114794)

Ladies and Gentlemen:

We have acted as counsel to Safeguard Scientificsa Pennsylvania corporation (the “Company”)c@mnection with the filing of the
referenced Registration Statement (the “Registneditatement”) under the Securities Act of 193%raended (the “Act”), with the Securities
and Exchange Commission (the “Commission”). Thei®egfion Statement relates to the registratiotheyCompany of (i) $150,000,000
principal amount of its 2.625% Convertible Seni@hentures due 2024 (the “Debentures”) and (ii) 28,700 shares of the Company’s
common stock, par value $0.10 per share, issugdge the conversion of the Debentures (the “ConwarShares”), all of which are to be sold
by certain holders of the Debentures or the ConwerShares as described in the Registration Staterfibe Debentures were issued under an
Indenture, dated as of February 18, 2004 (the ‘fihge”), between the Company and Wachovia BankioNat Association, as trustee (the
“Trustee”).

In connection with this opinion letter, we have maed (i) the Registration Statement and the eidtbiereto, (ii) originals, or copies certified
or otherwise identified to our satisfaction, of theticles of Incorporation and the Bylaws of thermany, both as in effect on the date hereof,
(iii) the Indenture, (iv) the Debentures and (Wlswther documents, records and other instrumanigeehave deemed appropriate for purposes
of the opinions set forth herein.

We have assumed the genuineness of all signatheekegal capacity of all natural persons, the entiity of the documents submitted to us as
originals, the conformity with the originals of @lbcuments submitted to us as certified, facsimilphotostatic copies and the authenticity of
the originals of all documents submitted to us@ses.

We have assumed for purposes of our opinion tleatnttienture was duly authorized, executed and el@i/by the Trustee, that the Indentu
a legal, valid and binding obligation of the Truestand that the Trustee has the requisite orgamizdtand legal power and authority to perft
its obligations under the Indenture.
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Page 2

Based upon the foregoing, we are of the opinioh(ih¢éhe Debentures are valid and binding obligasi of the Company enforceable agains
Company in accordance with their terms, and (& @onversion Shares have been duly authorizedeb€timpany and, when issued and
delivered upon conversion of the Debentures in @ztce with the terms of the Indenture, will beidiglissued, fully paid and nonassessable.

The opinions expressed above are subject to thewfiolg limitations and qualifications:

The opinions expressed herein are subject to batdgruinsolvency, fraudulent transfer and otherilsimaws affecting the rights and remedies
of creditors generally and general principles afigq

The opinions expressed herein are limited to ttwes laf the Commonwealth of Pennsylvania and theeStilNew York, in effect on the date
hereof, and we express no opinion with respedtéddws of any other state or jurisdiction.

We hereby consent to the use of this opinion aslib 1 to the Registration Statement and to #ference to us under the caption “Legal
Matters” in the prospectus included in the RegigiraStatement. In giving such consent, we do heteby admit that we are acting within the
category of persons whose consent is required udeletion 7 of the Act and the rules or regulatiohthe Commission thereunder.

Very truly yours,

/s/ Morgan, Lewis & Bockius LLP






Statement of Computation of Ratio of Earnings teeHiCharges

(in thousands, except rati

Earnings:

Earnings (losses) before minority interest and tsc
income (loss

Fixed Charge

Total earnings (losse

Fixed Charges

Interest expens

Assumed interest element included in rent exp

Total Fixed Charge

Earnings available to cover fixed chart
Fixed Charge

Ratio of Earnings to Fixed Charg
Deficit in dollars

For the Years Ended December 31,

Exhibit 12.1

Quarter Ended

2003 2002 2001 2000 1999 March 31, 2004
$(47,229  $(36,810  $(47,53)  $(59,89) $ 4,97( $(10,64)
16,54¢ 27,11¢ 37,25¢ 46,59: 46,05: 4,10¢
$(30,68)  $ (9,699  $(10,27¢  $(13,305  $51,02: $ (6,539
$13,56¢  $24,05¢  $34,23t  $43,71:  $43,57: $ 3,29¢
2,98( 3,06( 3,02( 2,88( 2,48( 811
$16,54¢  $27,11¢  $37,25¢  $46,59:  $46,05: $ 4,10¢
$(30,68)  $ (9,699  $(10,27¢  $(13,305)  $51,02:  $ (6,539
16,54¢ 27,11¢ 37,25¢ 46,59: 46,05: 4,10¢

1.1

$(47,229  $(36,810  $(47,53)  $(59,89) $ — $(10,647)






Exhibit 23.1
Independent Auditors’ Consent

The Board of Directors
Safeguard Scientifics, Inc.

We consent to the use of our report dated Febi®a2004, except as to the matters discussed in Abtelated to the 2024 Notes, which is as
of March 12, 2004, with respect to the consoliddtelhnce sheets of Safeguard Scientifics, Incf &eoember 31, 2003 and 2002, and the
related consolidated statements of operations, oeimgmsive loss, shareholders’ equity and cash ffowsach of the years in the three-year
period ended December 31, 2003, incorporated hesereference and to the reference to our firm utike heading “Experts” in the
prospectus.

Effective January 1, 2002, the Company adoptediatt of Financial Accounting Standards No. 142d@aill and Other Intangible Assets,”
which resulted in a change in the method of acdongrior the amortization of goodwill and other ingdble assets after they have initially been
recognized in the financial statements.

/s KPMG LLP

Philadelphia, Pennsylvania
July 15, 200¢



